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CZECHOSLOVAKIA 


CSSR PARTICIPATION IN CEMA EXHIBIT IN MEXICO PLANNED 
Prague RUDE PRAVO in Czech 25 Oct 84 p 5 


[Interview with Dr Josef Hlousek, general commissioner of the exhibition, by 
Svatopluk Smutny: "CEMA Presents Itself to Mexico"] 


[Text] A joint exhibition of seven CEMA member countries 
will take place in Mexico City, the biggest city in the 
world and metropolis of the United Mexican States, from 9 

to 23 November. The CEMA secretariat charged Czechoslovakia 
with the coordination of preparations. We asked the general 
commissioner of the exhibition, Dr Josef Hlousek, department 
head of the Federal Ministry of Foreign Trade, for an inter- 
view on the progress in preparations and on the main 
features of the exhibition in Mexico. 


[Question] Why was the CSSR charged with the function of guarantor of the 
CEMA exhibition? 


[Answer] The authorization resulted from a meeting of CEMA member countries. 
It was taken into account that Czechoslovakia has had rich experience in 
organizing international exhibitions and that it has achieved a number of 
successes in world exhibitions. For this reason it was charged with the func- 
tion of guarantor of CAMEXPO 84--this is the official abbreviation. 


[Question] Is this the first CEMA joint undertaking of this type? 


[Answer] It is and it is not. The first CEMA joint undertaking was organized 
at the international trade fair in Damascus in 1981, where a joint press con- 
ference of exhibiting CEMA countries took place for the first time; part of 
CEMA exhibits is always dedicated to mutual cooperction, and the articles 
manufactured in cooperation are uniformly marked with the CEMA symbol. The 
marking of individual national exhibits emphasizes that it is a CEMA country. 


[Question] What was the experience gained from joint undertakings? 


[Answer] Indisputably good, because similar joint undertakings were also 
organized at a number of other international trade fairs in Algiers, Vienna, 
Salonika and New Delhi. From this standpoint, CAMEXPO is thus not tle first 





joint action. On the other hand, it is the first in the sense that in Mexico 
it is not part of an international trade fair, but an independent exhibition 
which will be held ir the big sports palace built for the Olympic Games in 
1968, and in another exhibition hall which is connected with the sports palace 
by a passageway. In this hall there will be an independent CEMA exhibit and 
many cultural programs will take place, while in the sports palace there will 
be national exhibits of participating countries, that is, Bulgaria, the CSSR, 
Cuba, Hungary, the GDR, Poland and USSR. 


[Question] When and where was the decision to organize CAMEXPO 84 made? 


[Answer] A number of mixed commissions work in CEMA. An agreement was reach- 
ed with the Mexican Government in 1975 to set up a mixed CEMA commission for 
cooperation with Mexico. It was the Mexican delegation to the fourth session 
of this commission that submitted the proposal to organize CAMEXPO 84. The 
proposal was received with satisfaction and approved by the CEMA executive 
committee, and the commission started to participate in preparation. 


On the basis of the CEMA decision to make the CSSR the guarantor of CAMEXPO 84, 
the CSSR Government charged the Czechoslovak Ministry of Foreign Trade with 
this function. Because of their experience in exhibitions and promotion, the 
specialized foreign trade organizations BVV and Rapid were invited to join 

the preparations, along with Art Centrum, which specializes in artistic pro- 
grams. A secretariat of the general commissioner of the exhibition was set 

up, and it regularly met with the managers of participating national enter- 
prises and workers of the CEMA secretariat. 


[Question] You have mentioned promotion. What do the people in Mexico know 
about CAMEXPO 84? 


[Answer] I have already said that the exhibition is an independention action 
and therefore cannot rely upon the customary background of a trade fair. In 
Mexico City, which with its 18 million inhabitants is the biggest city in the 
world, all mass media are at work. The four TV channels, for example, broad- 
cast virtually 24 hours a day. At our invitation, the CEMA countries were 
visited by a group of Mexican journalists, who are now relating their expe- 
riences in the media. On the other hand, promotion by means of posters is not 
customary in Mexico. At the beginning of November we are organizing a week- 
long review of Czechoslovak films in Mexico, combined with the invitation to 
visit CAMEXPO 84. 


[Question] The exhibition is to open in 2 weeks. What is the state of pre- 
parations at the site? 


[Answer] From the ports of Ilichevsk in the USSR and Rostock in the GDR two 
ships have sailed which have brought to Mexico 420 tons of exhibits in addi- 
tion to the necessary display material. Cuba sent its exhibits directly to 
Mexico. The assembly on the site started on 18 October. The exhibition will 
open on schedule. 


rh 











[Question] How will Czechoslovakia be represented at the exhibition? 


[Answer] I will mention some of its most important exhibits. We have here 
for example, the first Czechoslovak artificial satellite--Magion--designed to 
explore the earth's magnetosphere and ionosphere. We also have the SN 50 
R/2000 center lathe, manufactured through Czechoslovak-Mexican cooperation. 

I wish to add that approximately 10,000 Czechoslovak-made conventional and 
sophisticated machine tools are used in Mexico today. Furthermore, we will 
exhibit the small UNC-060 universal front loader, a model of the Z 50 LS 
acrobatic aircraft, the KCH 3 A/B cryocauter, the four-color Adast Dominant 
745 P printer and other exhibits. We shall also display some other products 
or their models for nuclear power engineering, and conventional power plants, 
and demonstrate our export program in the area of rolling plants and foundries, 
the most modern Czechoslovak trolleybus, machinery for the textile and leather 
industry, various medical instruments, and also a chromatographic column, 
which is the first in the world. 


[Question] What will the visitors see in the exhibits of other participants? 


[Answer] The USSR, for example, will demonstrate scientific-technical coopera- 
tion among the CEMA countries, ecological problems and problems of environ- 
mental protection, successes of Soviet power engineering, pharmaceutics, re- 
search, production, transportation and processing of gas, professional and 
technical training, training of young cadres, and so on. The GDR focuses on 
the rational manufacture of workpieces, sowing and knitting equipment, 
machinery for the production of concrete sections, modern facilities for 
harbors, centers for vocational training, and so on. The Polish exhibits pay 
attention to surface mines, mining industry and labor safety in the mines, 
machine tools, fishing equipment on multipurpose ships. Hungary will demon- 
strate a system of corn growing, and so on. 


[Question] As you have mentioned, cultural programs will be a part of the 
exhibition. Can you give us some details? 


[Answer] All participating countries are sending a number of soloists, artists 
and artistic ensembles. Their performances will be reported by our J.Laufer 
together with the announcer of Mexican TV. The performances will be arranged 
in combination with audio-visual equipment in the manner of Laterna Magica. 


[Question] What is the principal goal of the exhibition? 


[Answer] To expand economic, trade and scientific-technical cooperation be- 
tween Mexico and the CEMA countries, and to demonstrate additional possibili- 
ties which exist. After a certain period of stagnation, Mexico is now ex- 
periencing an economic revival. This is therefore a favorable time for expand- 
ing mutual relations, for engaging in additional cooperation. It is in the 
common interest of all participating countries, which can also be documented 
by the initial Mexican proposal to organize CAMEXPO 84. The president of the 
United Mexican States is expected to participate in the opening ceremonies. 
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CZECHOSLOVAKIA 


COMPREHENSIVE REALIZATION TEAMS CONCEPT EXPLAINED 
Prague TECHNICKY TYDENNIK in Czech 9 Oct 84 p 3 


[Article by Doctor of Natural Sciences Ctirad Andrle, CSc, Tesla-A.S. Popov 
Research Institute for Communications Technology in Prague: “Substantial Re- 
search Contributions From Comprehensive Realization Teams in Preproduction 
Stages” | 


[Text] Demanding Objectives 


One of the important types of initiative being taken by the employees at the 
Tesla-A.S. Popov Research Institute for Communications Technology in Prague 
are comprehensive realization teams. This movement began 10 years ago and is 
based on well-known principles. At this institute many of the collectives 
focus their attention on supporting the implementation of adopted resolutions. 
We call these groups comprehensive realization teams. 


These teams are pursuing several goals similar to those of the collective de- 
signs of technicians. These include a reduction of the costs involved in the 
development of science and technology, shortened deadlines, the improved use 
of work facilities, improving on planned specifications in final products, im- 
plementing inventions and improvement suggestions (including their own which 
are developed while working on their projects), as well as publications and 
lectures on the issues with which the team is concerned. 


The objective of these collectives is to increase the quality of research and 
development efforts and fully transfer the results of research into the develop- 
ment stage, thereby making possible timely preparations for production. For 
this reason the work of these teams is shared in not only by employees of the 
Tesla-A.S, Popov Research Institute for Communications Technology but also 
employees of basic resrarch entities (the Czechoslovak Academy of Sciences, 
[CSAV] the Slovak Academy of Sciences [SAV] and colleges, especially in the 
initial phases), along with the employees involved in the development of reali- 
zational worksites within production enterprises. The users of research re- 
sults are also partners. 


Team activities are focused on the concrete goals of the institute, primarily 
on those research tasks on the state plan of scientific and technical develop- 
ment that have the potential for direct production realization. 








What They Are Working On 


The activities of comprehensive realization teams are focusing on the following 
areas in 1984: 


--Optical fiber information transmission (the director is Doctor of Natural 
Sciences Premysl Klima, CSc). This team is manufacturing models of optoelec- 
tronic devices and modules that incorporate advenced integrated structures and 
that are now being delivered to users. Team members arrange courses for future 
users of these optoelectronic systems. The team cooperates with Blatna Tesla, 
Jihlava Tesla, the electrotechnical faculty of the Czech Institute of Technol- 
ogy, [CVUT] che Radiotechnology and Electronics Institute of the CSAV and the 
Research Institute for Cables and Insulating Materials in Bratislava. 


--Automated design of VLSI circuits (the director is Eng Pavel Hlousek). Team 
members are concentrating above all on the practical implementation of the SIC 
program (the electrical analysis of integrated circuits). They are preparing 

a program and documentation for international testing. They are working with 
Roznov Tesla, the Research Institute for Mathematical Machines in Prague, the 
electrotechnical faculty of CVUT and the Institut< for Technical Cybernetics of 
the SAV in Bratislava. 


--Reception of television and radio signals from satellites (the director is 
Viadimir Cernik). This team will manufacture during the year four professional 
stations with group and individual receivers and additiogal measurement instru- 
mentation for servicing purposes. Its cooperating organizations are the Commun- 
ications Research Institute in Prague, the Nuclear and Physical Engineering 
Faculty of CVUT, the computer technology plants of Banska Bystrice, and Pies- 
tany Tesla. 


--Testing equipment for microelectronics (the director is Eng Jaroslav Slipka, 
CSc). This project consists of assisting the Banska Bystrice Computer Tech- 
nology Plants in obtaining of less common materials and components which are 
necessary for the production of testers. 


--Solid-state microelectronics (the director is Eng Josef Vacula). The work of 
this team is directed toward the development of an analog-digital converter 

for digital voltmeters in conjunction with Blansko Tesla. Also participating 
are Roznov Tesla and Piestany Tesla. 


--Microwave, semiconductor devices (the director is Eng Miroslav Kurz). This 
team is helping to fulfill increased plan objectives, especially for what have 
to date been hard-to-find semiconductors while simultaneously increasing their 
use values. The team is cooperating with Pardubice Tesla, Elstroj Tesla and 
Hloubetin Tesla. 


te monocrystals at the Slovak National Uprising Plan in Ziar nad Hronom. 


(the director is Eng Jiri Silhavy). This team has developed a long-range view 
of the needs of the sector. So far they have delivered to Ziar nad Hronom 800 
grams of GaP monocrystals for Kes 727,000. 








The principal contribution of these initiatives by the employees of the Tesla- 
Research Institute for Communications Technology is above all their informal, 
interenterprise cooperation, which makes it possible more rapidly and easily 
to implement research results at the production enterprise level. This is not 
solely because team members from a production facility become aware of a solu- 
tion to a problem more quickly than normal (at the documentation transfer 
stage), but also because through close cooperation it is possible, even in the 
midst of research work, to adapt the achieved results to the technical capa- 
bilities of a cooperating production enterprise, thereby reducing or elimina- 
ting entirely the time necessary for the subsequent resolution of specific 
tasks related to production implementation. 


An Example: Speeding Up Production of New Optoelectroric Devices 


As an example of a positive contribution of one of these teams one may cite the 
research and development of modules for transmitters and receivers for an opto- 
electronic transmission system with a range of 1 kilometer. The initial break- 
down in the state plan specified that this system was to have discrete compo- 
nencs. The team, however, designed a new system with performance characteris- 
tics equivalent to state-of-the-art models on world markets which was compact 
and utilized hybrid integrated circuits. To produce it, however, required new 
research work at a high level and the development of a source and a detector 
directly connected to an optical connector, the design of the hybrid electron- 
ics circuits, the production of all the optoelectronic devices and the working 
out of the overall setup of the modules, all at a time when the modules with 
discrete components were ready to be put into production. Thanks to the joint 
work and exceptional efforts of the team members from the Tesla-A.S. Popov 
Research Institute for Communications Technology, the Radiotechnology and 
Electronics Institute of the CSAV, the developmental division at Blatna Tesla, 
Jihlava Tesla, and Landskroun Tesla, the production of a prototype series of 
modules with a hybrid design was initiated at Blatna Tesla in the middle of 
this year. 


Selected users have also received from Tesla-Research Institute for Communica- 
tions Technology 30 sets of transmitter-receiver modules for experimental test- 
ing. This was facilitated because all the participating employees were in- 
terested in the advanced technical design, because personal work contacts 
evolved with production enterprises, and because ways were sought jointly for 
overcoming problems in the material and instrumentational assurance of this 
research task. It must also be stated, however, that this informal initiative 
no longer suffices to assure the assembly line production of the modules. This 
is an area where the plan must play a strong role. 


Comprehensive teams at our institute interested in realization objectives are 
performing work of a long-term character, because they work on a problem from 
the research stage through the stage of realization at a production facility 
or by a user. Over the past 2 years tneir work at the Tesla-Research Insti- 
tute for Communications Technology has produced the following revenues: Kcs 
2.4 million in 1982 and Kes 5.5 million in 1983. 


This is certainly significant. 
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CZECHOSLOVAKIA 


MINISTERS COMMENT ON PRICE INCREASES, PAY ADJUSTMENTS 
Prague ZEMEDELSKE NOVINY in Czech 13 Oct 84 p 7 


[Interview with Michal Sabolcik, minister chairman, Federal Price Office, and 
Miloslav Boda, minister of labor and social affairs, by RUDE PRAVO and CTK: 
"Ministers Queried on Certain Measures in Social Policies, Remuneration and 
Retail Prices"; date of interview not given] 


[Text] In connection with published reports about increased 
retail prices of beer and nonalcoholic beverages and certain 
measures in social policies and remuneration, RUDE PRAVO and 

the Czechoslovak Press Bureau asked to interview Comrade Michal 
Sabolcik, minister chairman of the Federal Price Office, and 
Comrade Miloslavy Boda, CSSR minister of labor and social affairs. 


Interview with Comrade M. Sabolcik 


[Question] Comrade Minister, what were the reasons that led to the decision to 
raise the retail price of beer? 


[Answer] There are several reasons. The consumption of beer in the CSSR has 
increased inordinately in recent years, reaching 148 liters per person, includ- 
ing children. So the actual consumption by adults is much higher. The rapid 
grovth in consumption has brought about ever greater problems in its productiun. 
At practically all levels of its manufacture facilities were constantly over- 
loaded. This was unfavorably reflected in the quality of tine beer. In spite 
of the fact that a number of breweries were remodeled and eight new breweries 
were put into operation, there were still problems and failures in meeting the 
demand for beer, especially in summer, 


Recently there has been greater consumption of higher quality beers, which are 
considerably more demanding of raw materials. At the same time, the cost of 
making beer is «ising rapidly due to the rising costs of agricultural raw prod- 
ucts as well as energy. The cost of distribution also rose, influenced by 
higher costs of ofl. On the other hand, the cost of beer had not changed dur- 
ing the last 18 years, since 1966. At the same time, the overall cash earnings 
of the people increased substantially--in only the last 12 years (1971 to 1983) 
by roughly Kes 155 billion, or almost two-thirds. 








Finally, we must not forget that exceedingly high consumption of beer has neg- 
ative health as well as social consequences. That, too, was a reason for in- 
creasing its retail price, to regulate the demand for this drink consistent 
with production capabilities and at the same time to take steps gradually to 
increase the quality. 


[Question] And what were the reasons for increasing the retail rrices of non- 
alcoholic beverages? 


[Answer] Price adjustments have the objective of assuring continuous supplies 
even in periods of increased demand, and at the same time they reduce exces- 
sive appropriations from the state budget. The cost of producing nonalcoholic 
drinks considerably exceeded current retail prices, which had to be subsidized 
annually by Kes 1.5 billion. For example, a bottle of Lesni blend syrup (900g) 
selling for Kes 5 was subsidized by Kes i0 from the state budget. Even with 
the price adjustments made it is not certain that production costs will be 
covered by the retail price. Even the adjusted prices of nonalcoholic bever- 
ages, especially syrups, juices and medicinal mineral waters, must continue to 
be subsidized. For example, the subsidy for cider, syrups and medicinal min- 
eral waters will continue to be Kes 100 mil'ion annually. 


I would also like to say that a program is under way to expand the production 
of nonalcoholic beverages and to improve their variety. Measures are being 
taken to provide the raw materials for this production. Also, steps are being 
taken gradually to improve our market supplies. 


The price of cider is not being changed and production is being readied to 
gradually increase its production. Likewise, prices of powdered drinks, soda 
bottles and their contents remain unchanged. Regarding consumption by chil- 
dren, the increased costs are taken care of by raising allowances for children. 


[Question] Comrade Minister, recently there has been speculation in some 
places about more adjustments of retail prices.... 


[Anewer! We have noted such talk regarding flour, sugar, etc., but these are 
absolutely unfounded conjectures. In some places there was even increased 
buying, which was unnecessary and unjustified. 


With regard to retail prices, I would like to say that they will also continue 
to have their social aspects. That is why the state subsidizes the retail 
cost of products satisfying the basic necessities of life by an amount of Kes 
52 billion per year, of which Kes 34 billion is appropriated for roodstuffs. 
Milk and dairy products are subsidized annually by over Kes 21 billion. On 
the whole, we can say that a purchase of food costing Kes 100 is subsidized 
by an average of Kes 23. And that cercairly is not a small amount. It is 
important for everyone to realize this and not waste food which is still sub- 
sidized from the state budeet. 


[Question] Would you be able to compare the development of the people's in- 
come with retail prices from a long-term perspective? 








[Answer] The overall living standard of the population is affected not only 

by income and retail prices but to a great extent also by public consumption, 
which now represeuts more than Kcs 10,000 per person annually. Public consump- 
tion consists especially of expenditures for health, education and culture. 

In this way a number of important needs of the people are satisfied free of 
charge, although in most countries of the world one has to pay for them and ray 
a great deal. 


The population's cash income in 1971 amounted to Kcs 239 billion, but last year 
it was already Kcs 394 billion, of which 70 percent consisted of wages for work- 
ers in the state and cooperative sectors, 20 percent was transfer payments, 

and the remaining 10 percent was from other income. So for that 12-year period, 
that is, from 1971 to 1983, the cash income of the population (minus public 
consumption) increased by 65 percent. In contrast, retail prices increased by 
19.5 percent during that 12-year period. So it is quite clear that the overall 
income of the population increased more than three times as fast as retail 
prices. 


The more rajid rise of income than prices shows that, in spite of a number of 
problems, we are consistently carrying out the resolutions of the 16th Party 
Congress on maintaining and improving the living standards and consolidating 
social security. We must, however, always keep in mind that further growth of 
the living standard is based on good quality work everywhere and efficient man- 
agement. 


Interview with Comrade M. Boda 


[Question] The CSSR Government adopted proposals to increase the transfer pay- 
ments and wage earnings of the population. What led to the adoption of these 
proposals? 


[Answer] The economic policy of the CPCZ and our socialist state consistently 
pursues the goals set up at the 16th CPCZ Congress: to maintain and, based on 
economic capabilities, gradually improve the living standard of the population 
and consolidate its social security. The adjustments proposed represent an 
important step in implementing this policy. To one degree or another it will 
affect 9 million inhabitants--workers, pensioners and families with children. 
The necessary proposals for legal adjustments which will implement the social 
provisions have already been submitted by the CSSR Government for action by the 
Federal Assembly so that they may become effective as of 1 January 1985. 


[Question] Can you tell us about the main changes in social security? 


[Answer] First of all, we want to resolve the situation of the oldest pension- 
ers, whose retirement pay is lower compared with the level of pensions current- 
ly received. 


Therefore, all old age and veterans" pensions granteu up to the end of 1970 
will be increased by Kcs 70 per month, and widows’, orphans’ and other pensions 
derived from them by a proportionate amount. 








Another important adjustment which applies to those on pension as well as 
newly awarded ones is the increased rate for the lowest pension where ii is 
the orly source of income. In spite of the fact that these pensions have 
already been adjusted several times in recent years, we consider it important 
to set up conditions to improve the situation of their recipients. Conse- 
quently, single persons will receive increases from Kcs 880 to Kcs 950 and 
couples from Kcs 1500 to Kcs 1600. In justifiable cases the national commit- 
tees can also provide allowances from supplementary relief funds. The budgets 
of national committees will be further increased for this purpose. 


In connection with the adjustments mentioned, the pensions of members of the 
antifascist resistance will also be increased in a corresponding manner. 


Thus all of the measures in social security apply primarily to pensioners in 
the lowest income group. To adjust their pensions, almost Kcs 1 billion will 
be expended, and thus the living conditions of 1.2 million pensioners will be 
improved. 


[Question] What changes will be made in health insurance? 


[Answer] This also concerns important measures which are connected with over- 
all increases in the social and health care of the workers. The limit of the 
highest net daily wage which determines health insurance, support for care of 
a family member and monetary assistance in maternity cases will be raised, 
specifically from Kcs 120 to 150 based on a 5-day work week. This will im- 
prove the relationship between the amount of health insurance and the earnings 
received, especially for numerous categories of skilled workers in key branch- 
es of the national economy and other workers. On the other hand, we expect 
that enterprises and organizations will take important measures to improve 
conditions and the work environment further, to see that the principles of 

job safety are observed and also prevent abuses and excessive expenditures 

for health care. 


This adjustment, which increases health insurance for 2.5 million workers, 
will require the expenditure of Kcs 440 million annually. 


[Question] What adjustment will be made in favor of families with children? 


[Answer] We are resolutely continuing to support population policies. In 
social assistance to families with children, allowances for child support now 
represent a most important benefit which effectively helps cover part of the 
costs connected with raising children. In 1983 Kcs 16.4 billion was expended 
for these benefits to almost 4.5 million children, and this year the outlay 
will be no less. 


Our society contributes overall almost Kes 5,000 from the national budget to 
each needy child in the form of financial benefits. Current allowances and 
child support have been increased by Kes 240 annually for each child. This 
means that the monthly allowance for one child will be Kcs 200, for two chil- 
dren Kes 650, for three children Kes 1,250, for tour children Kcs 1,720 and 
for each additional child Kcs 350 more. The adjusted amount cf money granted 
for this type of social assistance has been increased by almost Kes 1.1 bil- 
lion annually. 
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[Question] Will there be any new provisions? 


[Answer] Yes, there will be considerably more care for families with needy 
children. The maternity allowance will now provide Kcs 600 for the care of 
just one child up to the age of 1 year. At the mother's request the allotment 
will be granted after termination of the 26-week paid maternity leave. 


The measure will help improve the financial security of younger families in 
particular and will enable mothers of first children to fully devote then- 
selves to their care for a longer time. 


For a second child a mother will continue to get maternity allowances until it 
is 2 years old, ard the same applies for each additional child. 


At the same time, a number of particular provisions have been adopted by the 
national committees offering further benefits to improve the social situation 
of lower income families with needy children. The financial benefits of chil- 
dren in foster care have also been increased. 


[Question] Comrade Minister, CTK reports indicate that there will be a change 
in the basic amount of vacation leave. 


[Answer] In addition to the provisions in social security, an important adjust- 
ment in the basic amount of vacation leave has also been proposed and this, 
too, has a considerable social impact. It involves extending the basic amount 
of leave from 2 to 3 calendar weeks. Up to now a worker was entitled to 3 
weeks leave after having worked 5 years and being over 18 years of age. Now 
the leave will be 3 weeks immediately upon entering a job. This extension of 
leave affects about 560,000 workers, mostly young people from 18 to 23 years 
old. 


[Question] Which occupational groups or branches will be affected by wage ad- 
justments? 


[Answer] In the interests of gradually meeting planned party objectives in 
socioeconomic development, the wage component of earnings of selected workers 
in certain production branches, education and health has been improved. 


In the production sphere this means creating more favorable conditions for 
comprehensive fulfillment of program objectives to raise the economic effect 
of the wage system and to strengthen management, quality and efficiency in 
important sectors of the national economy. Specifically, this involves the 
monetary stake of selected workers in labor occupations and highly skilled 
workers in the preproduction stage of the electrical engineering industry who 
must ensure the development of electronics and microelectronics, which occupy 
key positions in research and development, and innovations in production 
facilities and consumer goods. 


To meet the goals of critical investment projects--for example, in concentrated 
construction areas and in building nuclear power stations--the incentive wage 
factor will be increased for construction workers, outside assembly men and 
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operations engineers who work for long periods of time separated from their 
families. This should help provide the necessary number of workers in con- 
struction and engineering occupations and their stabilization on these pro- 
jects which are critically important to the development of the national 
economy. 


Wage provisions are also expected for the food processing industry, especially 
in certain particularly demanding sectors. 


In the non-production sphere, the evaluation of difficult and socially signi- 
ficant work of very important categories of specialized workers in education 
and health is under review. In education the earnings level adjustment af- 
fects teachers of basic schools, secondary schools, including technical train- 
ing centers, and assistants at higher educational institutions. It will make 
conditions favorable for the appropriate assignment of specialists to various 
types of schools. 


In health, wage adjustments will be made in favor of plant physicians and 
their nurses, doctors on review boards and experienced specialists with long- 
term practice in outpatient clinics. At the same time, it is planned to give 
differentiated increases in the pay of proficient and reliable intermediate 
health workers; the monetary provisions of physicians and nurses at unpleasant, 
difficult and dangerous work sites have been improved and the remuneration of 
physicians in the health service, diabetics and ophthalmology has been im- 
proved. The pay conditions of selected groups of workers has been improved, 
as it has in institutions of social care. Further, work in difficult and 
health-hazardous environments is being upgraded at centers for research and 
development. 


An improvement of the wage scale will be effected by raising basic pay as well 
as by increasing the incentive wage factor. 


In conclusion, I would like to emphasize that in all branches of the national 
economy we must be careful consistently to observe the principle of merit in 
remuneration. 
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CZECHOSLOVAKIA 


CSSR CONSTRUCTION ENTERPRISE ACTIVITIES ABROAD DISCUSSED 
Prague SVET HOSPODARSTVI in Czech 16 Oct 84 pp 1, 2 
[Article by -jh-] 


[Text] As one of the main participants in capital investment, the Czechoslovak 
construction industry shares in the building and replacement of the material 
basis for the development of all sectors of the national economy. It creates 
conditions for the implementation of the social program of social development. 
As executor of architectonic and urbanistic designs and projects, it signifi- 
cantly participates in the creation and improvement of the working and living 
environment. 


At the present time and in the near future the workers of the CSR Ministry of 
Construction [MSv CSR] and SSR Ministry of Construction [MSv SSR] face very 
exteusive tasks, particularly in the buildup of the nuclear power complex, in 
comprehensive housing construction and other mandatory items of the state plan. 
In addition, both ministries carry out construction abroad. The construction 
activity of MSv CSR enterprises abroad already has a long tradition. It was 
largely carried out in connection with the export of Czechoslovak technology in 
the construction of complete industrial plants ready to be put into operation. 
The volume of apartment houses, hotels, hospitals, roads, bridges and other 
structures built abroad was smaller. This trend is virtually unchanged even at 
the present time. 


All export by both ministries of construction is carried out by the foreign 
trade enterprises, which figure as general contractors in any type of export. 
In carrying out construction work abroad they rely upon the Czechoslovak con- 
struction organizations (that is the basic work force, and material and mechan- 
ization basis), and the agreements are always signed in their name. Large con- 
struction enterprises are thus the guarantors of all foreign projects and vouch 
for the completion of construction projects. If some special work is to be 
carried out for the project, the enterprises sign contracts with the appropri- 
ate suppliers on the basis of association. 


In recent years this method was used by Strojexport for the construction of a 

technical center and polyclinic in Moscow, roads in Libya and Iraq, bridges in 
Iraq and Syria, water towers and reservoirs in Kuwait, the construction part of 
a textile factory in Iraq, construction of a plant for the manufacture of pumps 
in Algiers and schools in the FRG. With the deliveries of complete industrial 
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plants through other foreign trade enterprises we have constructed crude oil 
refineries at Bashra and Salahuddin Iraq, a shoe factory and tannery in the 
Mongolian People’s Republic, a power plant in Cuba, and so on. At the present 
time the enterprises of MSv CSR are building, for example, small towns for the 
crude oil and gas industries in the USSR, sugar silos in Yugoslavia, power 
plants in Peru, the Homs refinery in Syria, a tire factory and a power plant 
in Burma. 


Apart from the traditional export of construction work, we want to cooperate 
within the cooperative relations with the developed states in construction of 
complete industrial plants in third countries. This involves primarily very 
demanding projects such as laying special foundations for buildings, construc- 
tion of factory stacks. 


Actual construction abroad is carried out essentially in two ways. In the 
area where Czechoslovak enterprises have already worked and have enough experi- 
ence, local firms are hired for carrying out construction work. To control 
and technically supervise their work, to allocate funds in accordance with the 
construction progress, the Czechoslovak general contractor sends to the build- 
ing site a staff of its technical and economic workers, headed by the assembly 
foremen, who supervise and if necessary carry out also individual types of 
work contracted for with the local firms. This is the case, for example, in 
Syria, Iraq, Algiers, Peru, Burma, Bangladesh and Cuba. In those countries, 
where the standard of local firms is low or the scope of the project so large 
that it is not feasible or possible to hire a local firm, the Czechoslovak 
construction organization carries out construction with its own technical- 
economic workers and craftsmen, and hires in the country of construction or in 
the third countries the necessary number of specialists and auxiliary workers 
to supplement its work force. In this way we are proceeding, for example, in 
Libya, Kuwait, Iran, Afghanistan and Yemen. Only in exports to the developed 
capitalist countries such as the FRG do we carry out and complete construction 
with our own workers. 


The directions of further development of the Czechoslovak construction industry 
in the area of external relations, specific tasks assigned to the construction 
industry by the 16th CPCZ Congress and subsequent plenary sessions of the CPCZ 
Central Committee, also lay increased demands on soliciting and related uniform 
propaganda of exports of construction work, including the offering of Czecho- 
slovak patents, licenses and know-how. To increase the volume of export of 
construction work to the socialist states, the Federal Ministry of Foreign 
Trade, MSv CSR and MSv SSR signed an agreement in February which became the 
basis for the systematic advertising of the export of construction work. On 
the basis of this agreement the participants approved a common concept and 
pledged to create conditions for its uniform application in the subordinate 
organizations. To enforce a rational application of the uniform concept of 
advertising the export of construction work in the participating ministries, 
the signatories of the agreement have set up an interministerial commission 
for advertising the export of construction work which has been working since 
the first quarter of 1984 as a subcommission of che already established Inter- 
ministerial Commission for Securing the Export of Construction Activities. 
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Production capacities of Czechoslovak cooperatives concentrated in economic 
production units are divided, by the republics, into two groups. Altogether 
they comprise 11 VHJ's [economic production units] (that is, 57 enterprises) 
which can be considered as potential suppliers of construction work for export. 
Export operations in the export of actual construction activities are carried 
out by the Strojexport foreign trade organization and other 0Z0's [foreign 
trade organizations], but only as part of shipments of complete industrial 
plants. Construction work here represents a supplement to the principal ex- 
port. In this activity construction organizations are the main collaborators 
of foreign trade organizations. 


Construction projects and construction work are among the very demanding ex- 
port commodities. A correct description of products and services offered and 
the related arguments can be formulated only with the participation of experts 
from the production sector. On the basis of this concept, they will partici- 
pate in the formulation of the means of advertising and in the negotiation of 
a concrete offer, specification of terms of delivery of the construction pro- 
ject and construction work with the foreign customer. It is therefore impera- 
tive to secure between the supervising ministries, that is, the Federal Min- 
istry of Foreign Trade, MSv CSR and MSv SSR, the observation of the firm 
organizational links by the subjects of foreign trade and production. 


The guarantee of efficient uniform promotion of export of construction activ- 
ity is the concentration of formulation and production of the promotional 
resources in a single specialized organization. For this purpose was selected 
the Federal Ministry of Foreign Trade Czechoslovak advertising agency RAPID, 
which as the principal supplier of all services related to the promotion of 
export of construction activity can coordinate the process of securing all 
promotional resources. The CSR and SSR ministries of construction do not have 
special promotion departments. The Institute of Construction Information will 
therefore be the coordinator of uniform promotion of construction activity in 
both ministries. 


On the basis of the approved concept, the uniform promotion of export construc- 
tion activity has been governed since 1984 by the uniform annual plan of gen- 
eral promotion of Czechoslovak construction industry abroad which is binding 
for the Federal Ministry of Foreign Trade, MSv CSR and MSv SSR. This plan is 
supplemented by the annual plans of information dissemination of VHJ general 
directorates and directly managed organizations of MSv CSR and MSv SSR. 
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CZECHOSLOVAKIA 


ELECTRONIC INDUSTRY RESULTS REVIEWED 
Prague HOSPODARSKE NOVINY in Czech No 36, 1984 p 2 


[Commentary by Jindrich Masa, CPCZ Central Committee: "Electrotechnical 
Industry" ] 


[Text] The results achieved by the electrotechnical industry in the first 
half of the current year show that its dynamic development continues in 
keeping with the objectives adopted by the Tenth Plenum of the CPCZ Central 
Committee. The stipulated share of annual volume quotas was attained for 
most of the key plan indicators. However, behind these overall satisfactory 
results also loom problems encountered in individual months, particularly 

by some VHJ's [economic production units] which did not improve until the 
final months of the first half of the year. That is an indication of 
untapped resources in organization and management. 


Goods production was exceeded by Kcs 92.9 million with a 50.1 percent share 
of the quota planned for the year. Quotas for the first half of the year 
failed to be met by the VHJ Automation and Computer Technology Plants (only 
48.9 percent of the year's quota) and Chirana in Stara Tur (with a 49.9 
percent share). Another 12 enterprises also failed to meet their quotas, 
accounting for a total loss of Kes 133 million. State goal-oriented programs 
in the first half of this year were not met with the desirable measure of 
dynamism. On the other hand, very good results were attained in developing 
the production of high technoeconomical-level products, where the stipulated 
12.7 percent share in production of goods was higher by 40 percent in 
comparison to the quota planned for the year. These trends must be kept 

up in the second half as well, because the attained share, high though it 
was, does not meet all needs. The positive results achieved in goods 
production created the prerequisites for exceeding the prescribed ultimate 
quota for the first half of 1984 by Kcs 35.6 million. Such a development 
creates the prerequisites for exceeding the year's quota in good production 
by approximately Kcs 370 million, thus also exceeding the prescribed 
ultimate quota by approximately Kcs 100 million. 


The quotas for utilization of production were met, except for exports to 
nonsocialist countries and deliveries for nonproductive consumption. 

Deliveries for export to nonsocialist countries in prices quoted as "all 
charges paid" were met by only 39.4 percent of the year's quota. Ouotas 
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were also not met by the VHJ High-Vlltage Electrotechnical Plants Prague, 
Chirana Stara Tura, Tesla-Electronic Parts Roznov and Tesla-Metrologica: 
and Laboratory Instruments Brno. Lagging meeting of deliveries in "all 
charges paid" prices in relation to their meeting in wholesale prices also 
means failure to meet the desirable effectiveness of exports and, in 
comparison with the same period of last year, there even occurs a decrease. 
The attained results justify the conclusion that the ongoing experiment in 
foreign trade is still not bringing the expected turnover. To fully meet 
this year's quotas requires all enterprises and VHJ's systematically to 
implement all adopted measur: 


Quotas in deliveries for nonpic. tive consumption were met only by 81.4 
percent, amounting to only a 3 - percent share of the year's quota. Planned 
quotas in this category of utilization were met only by the VHJ High- 
Voltage Electrotechnical Plants Prague and by the Tesla-Eltos sectoral 
enterprise. 


The sector exceeded deliveries for investments by Kcs 80.6 million, with a 
51.5 percent share of the year's plan. Deliveries failed to be met only by 
the Automation and Computer Technology Plants Prague. The level attained 

in some VHJ's--e.g., 265.5 percent in Tesla-Consumer Electronics Bratislava-- 
is an indication of the low level of the plan scheduled for this period. 


Very favorable results were achieved in meeting the volume of deliveries 
for consumer goods inventories in the first half of the current year. The 
quotas were exceeded by Kcs 247.1 million in retail prices, with a 53.3 
percent share of the year's plan. All VHJ's met these deliveries. 
Attention on the part of VHJ's and enterprises is called for in meeting 
assortment quotas; deliveries of batteries, radio receivers, record players 
and color television receivers were unmet. The attained results create the 
prerequisites for meeting and exceeding the plan for 1984. However, such 
exceeding must be oriented primarily toward products that are in short 
supply on the market. 


Reports to socialist countries were exceeded for the sector by Kcs 408.1 
million in "all charges paid" prices, with a 51.6-percent share of the 
year's plan. The effectiveness of exports was also exeeeded. leeting of 
deliveries was achieved in all VHJ's, both in wholesale and "all charges 
paid" prices. In view of the results attained in the first half of 1984, 
VHJ projections that estimate that the year's plan for exports to socialist 
countries, including their planned effectiveness, will not be met are 
unacceptable. 


Adjusted value added in the sector was exceeded by Kcs 279.2 million, with 

a 51.2 percent share of the year's plan. The planned generation of adjusted 
value added was not met only by the VHJ Chirana Stara Tura. The results 

of the first half create the prerequisites for not only exceeding the year's 
plan quotas but also for significant exceeding of the ultimate quota, with 
the proviso that material and other costs will be reduced. 
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Savings were achieved in the first of 1984 over the plan in the share of 
material and other costs in output, specifically in an amount of Kcs 0.0114 
per Kcs 1.00 of output. Thus, the ultimate goal of a 0.5 percent reduction 
in material costs was not only met by the sector, but even considerably 
exceeded. There is a need for keeping up these good results to the maximum 
extent in the coming period as weli. 


The planned productivity of labor from adjusted value added was exceeded. 
Its share of the year's plan amounts to 51.8 percent. The development of 
inventories deserves positive assessment. Inventories are on the whole 
almost at the level of the state plan for 1984. The actual state of 
inventories subject to regulation is lower for the first half of 1984 by 
Kes 426 million than the year's plan, creating prerequisites for maintaining 
and meeting the planned quota in the amount of Kes 500 million. However, 
at the same time there is a need for maintaining supplies required in the 
Spare parts base and for final assembly within the sector, not only in view 
of the sector's needs in 1985 but also due to increases in deliveries of 
final assembly modules for other sectors in keeping with the plan of 
electronization throughout the national economy. 


Meeting of quotas in the electrotechnical industry sector in the current 
year cannot be attained without promoting creative activity, involvement 
and developing the initiative of work teams. The incentive to this end was 
provided by the Proclamation of the CPCZ Central Committee, the Central 
Committee of the CSSR National Front and the CSSR Government on the 
occasion of the 40th anniversary of the culmination of the national libera- 
tion struggle of the Czechoslovak people and liberation of our country by 
the Soviet Army. Through mobilizing all accessible resources and orienting 
initiative toward key tasks, it became possible to meet the quotas for the 
first half of 1984 successfully. All VHJ's and organizations under direct 
control adopted on the occasion of the 40th anniversary of liberation 
socialist pledges for meeting key indicators of economic plans. Pledges 
for meeting ultimate goals were adopted in VHJ Tesla-Metrological and 
Laboratory Instruments Brno in goods production, productivity from adjusted 
value added, adjusted value added and the share of material costs. The 
High-Voltage Electrotechnical Plants Prague and VHJ Tesla-Consumer Elec- 
tronics Bratislava adopted socialist pledges to meet production quotas in 
both quantity and quality. 
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CZECHOS LOVAKIA 


RATIONALIZATION OF WHOLESALE PRICES IN SEVENTH 5-YEAR PLAN 


Prague PLANOVANE HOSPODARSTVI in Czech No 8, 1984 pp 46-57 


[Article by Eng Vaclav Janecek, Federal Price Control Office: “Bringing 
Wholesale Prices Into Accord With the Needs of the Seventh 5-Year Plan"] 


[Text] The increasing complexity of economic conditions attendant to 
meeting [the CPCZ] congress’ objectives in the area of the living standard 
of the populace make it imperative to stipulate for every link in the 
management of the national economy high criteria for the development of its 
productive capacity and effectiveness. This involves in essence the 
following: 


--Providing for increases in final production at lowest cost. This calls 
for achieving a conspicuous improvement in the ratio between costs and 

final results through the systematic intensification of the economic renewal 
process and achieving an overall reduction in the consumption of social 
labor in the national economy; 


--Resorting in management (in view of the inevitable interlinkage of our 
economy with the international division of labor) to comparisons with not 
only the planned quotas or the results achieved by organizations or the 
most viable domestic producers, but on a constantly widening scale even 
with top producers worldwide; 


--Not only keeping track of unjustified differences in the level of 
productivity, effectiveness and quality, but their determined overcoming 
wherever they occur. 


Implementation of these tasks places many new demands on tools of 
manarement. The entire evstem of planned management is incorporated into 
their implementation, be it systematic implementation of the Set of Measures 
or experimenting with new viable elements of management in key areas of the 
national economy (in R&D, capital investment, external economic relations), 
including timely preparation of measures for the period of the Eighth 

5-Year Plan and the long-term prospects. 


Even though the main onus of dealing with these problems is borne by the 
plan for the national economy, the system of prices and the state price 
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control system also must play their role in this direction. This is given 
by the fact that the plan, in fulfilling its mission, must rely on realistic 
and motivating economic criteria determined, among other things, by viable 
prices. On the other hand, lending viability to the system of prices, 
improving the principles, forms, methods and tools for the functioning 

of price mechanisms must more unambiguously be equal to meeting the demanding 
tasks posed by the transition of the national economy to intensive 
directions of development sought by the plan. 


The article deals with factual and systemic measures in prices that were 
adopted and implemented to that end in the course of the Seventh 5-Year Plan, 
or are being prepared. At the same time, it deals with topics that must 
receive consideration in pointing out the directions in the area of 

improving the system of prices in the latter half of the 1980's. 


l. Concept of Price Policy in the Seventh 5-Year Plan 


To promote easier understanding of the intent of specific price measures 
requires outlining right at the outset the concept of price policy in the 
area of wholesale prices, which is being systematically applied and gradually 
expanded. 


Directives, derived from a number of party and government documents, call 
for increasing the effectiveness of prices in dealing with factual problems 
of economic development and implementation of the strategic line of economic 
policy oriented toward effectiveness and quality. 


Procurement of fuels, energy and raw materials while their acquisition costs 
are increasing, promotion of their economic consumption and substantially 
better utilization, the need for maximum compensation for negative impacts 
from external economic relations by uncovering and drawing on unused 
resources in the productive capacity of human labor and long-term production 
assets as well creating favorable conditions in the management of other 
resources for innovative activity and more flexible adaptability to the 
rapidly changing conditions on domestic and foreign markets--all of the 
foregoing as well as a number of other driving forces are reflected in the 
orientation of price measures and application of new approaches in the 
control of prices by the state. 





The policy concept in the area of wholesale prices closely follows both 
aspects of effectiveness of the process of economic renewal: 


2) In the area of material inputs it became oriented on devising and 
trying out a sustained procedure in the realistic assessment of fuel, 
energy, raw and processed material resources while concurrently exerting 
pressure on their minimization. 


Material costs account for roughly two-thirds of price structure. Such a 
high share of material inpu‘s together with the practically constant 
increases in their acquisi’ ion costs warranted the devotion of constant 
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attention to this particular aspect of effectiveness in the Seventh 5-Year 
Plan. Only its realistic expression makes it possible for all levels that 
process fuel and energy resources to arrive at an unambiguous realization 
of what gain or loss is connected with the procurement, production and 
marketing of a specific production. 


In addition, realistic assessment of material inputs creates the prereq- 
uisites for correctly expressing their savings, the significance of the 
latter for growth of the national economy being considerable. Thus, the 
pressure exerted by specific price measures on the minimization of material 
inputs (primarily by the application of cutbacks in prices) belongs among 
additional elements for active influencing of prices toward achieving an 
improved fuel, energy and raw material economy of production. 


b) In the area of processing industry's outputs the point was to update the 
assessment of outputs continuously while increasing stimulative effects of 
prices on the maximization of outputs (at the given inputs) from the view 
point of quantity (in a structure demanded by customers), technical level 
and quality. 


Updating the assessment of products of the processing industry in the course 
of the 5-year plan is starting gradually to cease being tied exclusively 

to changes in material inputs and development of costs and is starting 
increasingly to promote the criterion of social utility of production. 


With stress placed on the importance of valorization processes as factors 
important to the generation of national income, the justification of the 
application of price stimulation oriented toward maximization of outputs 
increases also. This involves primarily turning primary fuel and raw 
material resources into high-quality material in a width of assortment 
sufficient to create conditions for their conversion into processing 
industry products with high technoeconomical attributes which will effec- 
tively meet the needs of consumers, not only on domestic but also on 
foreign markets. 


The fact that in comparison to 1972 we pay 50 percent more in exports of our 
machinery and systems for an identical volume of imported raw materials, 
that payments for imported raw and processed materials, energy and food- 
stuffs account for half of the resources obtained by our exports, calls for 
applying, in ever widening areas and with ever increasing intensity in the 
setting of domestic prices, demanding criteria commensurate with the world- 
wide economy and international division of labor. This involves inculcating 
these criteria into the calculations made by our producers, into thinking 
within both the enterprise sphere and central management. Only in this 
manner can prices contribute to the effective coordination of activity in 
the national economy, which depends, as is well known, on an effective 
selection of products, a correctly selected method (technology, organization) 
of their production and their effective distribution in consumption. 


For that reason, the effectiveness of exports started to be applied as 
a binding criterion in decisionmaking about cutbacks in prices, in changing 
and setting of prices and in price stimulation. 
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Interlinking of the internal price system with the external environment 
creates a more demanding climate for economic organizations. It is 

designed to provide the incentive for engaging in production that is 
demanded by consumers and that can be compatible on foreign markets not only 
from the viewpoint of technical attributes, but also from the viewpoint 

of cost and price level. 


Minimization of inputs and maximization of outputs in the process of economic 
renewal, intensification of the national economy is affected primarily by 
research and development. It is its prerequisite and its result. Thus, 

from this viewpoint it is only logical for price policy to concentrate on 
effective generation and accelerated implementation of technological pro- 
gress, on creating conditions conducive to innovative activities. 


The outline concept in the area of wholesale prices can be characterized in 
a nutshell as providing for: 


--continuous projection of changes is the acquisition costs of imports of 
primary fuel, energy and raw material resources into their valorization in 
material consumption in all branches of the national economy; 


-~<-reflection of these impacts in wholesale prices of industries which 
produce basic materials for further processing with constant maintenance of 
viable price relations oriented toward greater economy and effective use; 


-~<promoting attentuation of negative impacts from increases in wholesale 
prices of material inputs in the processing industry at the expense of 
excessive profit and cutting down production costs; 


--differentiated and select.ve approach to changes in wholesale prices of 
existing production according to its denand on energy and materials and the 
effectiveness derived from prices achieved in exports, limiting changes in 
wholesale prices in the sphere of final production, and its orientation 

on accelerated and effective innovation. Within this framework it is 
possible to use lower demand on energy and materials and more efficient use 
of energy as a basis for setting a viable price for a new product, or to 
obtain a price subsidy and thus also achieve compensation for the impact of 
prices on costs and profitability of production. 


In the course of the Seventh 5-Year Plan this involved verification of the 
possibility for implementing this concept in the sphere of prices and other 
instruments for the management of the national economy. This translates 
into continuous updating of wholesale prices in a planned and comprehensive 
manner in the future, while using all the state's tools of price control. 
These must be more systematically linked to procedures in the area of 
exchange rates, allocations and, primarily, tiscal planning. In these areas 
it also became necessary to search for new possibilities, such as how to 
increase economic pressure in connection with the implementation of price 


measures, attentuation of negative impacts, etc. 











2. Stages of Promotion of the Viability of the Price System in the Seventh 
5-Year Plan 


The implementation of the described concept, improvements in methodology, 
methods of planning, price setting and price stimulation consists in essence 
of two stages--up to 1982 and after 1982. 


2.1 Price Measures Implemented in Stage I 


Stage I (up to 1982) involved dealing with the described problems from the 
viewpoint of the development of the national economy in the Sixth 5-Year 

Plan and its entry into the Seventh 5-Year Plan with the use of findings 

and results obtained through comprehensive restructuring of wholesale 

prices as of 1 January 1977 and experiences gained through 3 years of compre- 
hensive experimentation with controlling effectiveness and quality. This 
involved, first of all, nonrecurrent adjustment of wholesale prices and 
updating of generally valid price regulations and/or issuing some additional 
relevant price rulings. 


The primary objective of these price measures was to provide for faster 
material inputs on the basis of knowledge and the predicted development of 
their acquisition costs prior to the start of a new 5-year plan, and from 
its first year to introduce these more demanding criteria into economic 
life. In projecting these changes in wholesale prices the point was to 
exhaust the maximum of unused resources resulting from the planned develop- 
ment of management and to adjust the principles of price cutbacks accord- 
ingly. In setting price limits, prices and in price stimulation, there 
occurs the need for starting to implement the criteria for attained effec- 
tiveness of exports. 


In updating the price system (level and relation of wholesale prices) there 
occurred substantial changes designed to keep increasing «he intensity of 
economic pressure on organizations by: 


a) Starting to increase wholesale prices of fuel and energy resources every 
year, in addition to their initial one-time increase. After 1979, when 
prices of heating oils and coal for power generation increased by 7 percent 
and those of electric and heating energy by 3 percent, their annual increase 
for all fuel and energy resources by 2 percent for the years 1980-1985 

was adopted. At the same time, it was stipulated that the consequences 

of these increases must not be projected into prices of follow-up produc- 
tions and, in principle, not even into planned indicators of costs and 
profit on the part of consumers. The extent of these increases amounted 
over the past several years to approximately Kcs 1.1 billion annually. 

About two-thirds of that amount represents tightening up of quotas for 
consumers, who are thus more strongly motivated to meet the prescribed 
limits by savings of primary fuel ai.d energy resources, materials demanding 
on energy, their improved utilization or overall economy that would 
compensate this impact of prices. 


Since one of the approaches to economy in the management of fuel and energy 
resources is the promotion of efficiency in transportation, cargo 
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transportation tariffs were increased in part (approximately Kcs 0.6 
billion) in 1981 in a similar manner. 


To promote better management of tools, their deliveries for consumption in 
production were taxed at an average rate of 30 percent (Kcs 200 million 
annually). No provisions were made for this price increase in the plan for 
consumers, either, 


b) A system of centralized price regulation of imports also started to be 
implemented to apply increased economic pressure on promoting economy in 
import policy for the procurement of raw materials of a certain quality 
indispensable for turning out production having the requisite properties, 
effective potential use of substitute raw and processed materials, importa- 
tion territories, and use of more accessible and cheaper domestic alterna- 
tives. There occurred a gradual decrease of items in centralized price 
control in which the state budget shares fully or in part reimbursement 
(drawing upon) the difference between the development of foreign prices and 
the set domestic wholesale prices. This expands the setting of import 
prices through direct computation from foreign prices with their impact on 
costs, trade-loss compensation funds and, eventually, on the economic 
results achieved by domestic importing organizations. 


c) The stipulated cutback on price increases of material inputs will be 
achieved not only by changing prices of existing production, but also by 
setting the prices of new products, particularly where price changes were 
not undertaken in the relevant area. For that reason the profit rate is 
subject to closer scrutiny to a corresponding extent to facilitate price- 
setting calculations. Verification of proposed wholesale prices through 
foreign price relations has also been introduced into the setting of price 
limits and prices of new products. 


d) Criteria have been tightened up in the area of price stimulation for 
granting and determining the extent of preferential pricing. First there 
was undertaken verification of the effects of application of preferential 
pricing to the products being assessed in linkage to an increase in effec- 
tiveness of exports of a new product in comparison to a product (group) 
exported up to the present. A new independent type of price stimulation was 
also introduced, to be used solely on the basis of effectiveness of 

imports without linkage to assessment of the product from the viewpoint of 
technical level and quality. Finally, in cases where a product is intended 
exclusively or mainly for domestic delivery, the granting and amount of 
preferential pricing is predicated on the certification of the extent of 
economic contribution it provides through consumption by customers. 


The development of preferential pricing over the past several years is 
characterized by the following values (in millions of Kcs): 
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Index 





Item 1980 1981 1982 1983 1983 

1980 
Total including products: 2,922.2 3,511.9 4,081.4 4,437.9 152 
Technically advanced 558.0 647.7 770.0 751.0 135 
Top quality class 1,066.8 1,507.5 1,699.6 1,711.0 160 
Fashionable and luxury 1,282.7 1,340.1 1,515.4 1,704.5 133 
Others 14.7 16.6 96.4 271.4*1 ,846* 

According to effectiveness 
of exports - 61.0 191.7 322.8  546** 





* The increment includes Kcs 107 million of preferential pricing for the 
new category of “extraordinary quality." 
** Index 1983/1981. 


Stricter demands on granting preferential pricing did not come per:eptibly 
to the fore until 1983. Preferential pricing, which amounted in 1982 to 
Kes 4,081,400, increased last year to Kcs 4,437,900, i.e., by merely 8.7 
percent. The increment in preferential pricing represented Kcs 356.5 
million, and in comparison to the average for the first 2 years of the 5- 
year plan it decreased by 38.5 percent. A further increase occurred in 
preferential pricing granted on the basis of effective exports. 


Efforts toward increasing the bilateral effects of price stimulation still 
did not become adequately reflected in the values of penal price reductions 
(in millions of Kcs): 











Index 
Item 1980 1981 1982 1983 1983 
1980_ 
676 
Total of which products: 87.6 120.5 90.3 102.2 151 
Technically obsolescent 6.3 2.6 2.8 2.4 38 
3rd degree of quality 61.3 113.8 42.6 68.8 112 
Others - - 0.6 0.6 - 
Under separate effectiveness 
of exports entitlement - 4.1 44.3 30.4 742% 





* Index 1983/1981. 


On the whole, one-third of penal price reductions applied in 1983 was due to 
the newly implemented criterion for effectiveness of exports. 


e) Finally, mention should be made of the implementation of operational 
changes in wholesale prices in the area of centrally controlled industry, 
local production and replacement parts. The objective of this supplementary 
form of changes in wholesale prices is primarily operational (outside the 
deadlines of the price development plan) reaction to problems encountered 
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in providing for effective meeting of planned quotas, including dealing with 
impacts attendant to changes in prices of imported raw and processed 
materials classified in the 2nd group of centralized regulation of import 
prices. These changes applied to production in an amount of approximately 
Kes 18 billion, and with price movements on either side represented in the 
balance a decrease in wholesale prices of Kcs 233 million. 


Principal changes in wholesale prices were carried out as part of a one- 
time adjustment of wholesale prices in 1981-1982. In the first phase (as 

of 1 January 1981) came a one-time adjustment of the wholesale prices of 

all types of fuel and energy sources (coal and briquettes for power genera- 
tion, cokable coal and coke, heating oils, natural and city gas, electric 
and thermal energy), petroleum, propellant fuels, lubricants, iron, manganese 
and chromium ore, concentrate of tungsten with molybdenum and other selected 
imported raw materials. The total increase amounted to Kcs 37.9 billion. 

On the.other hand, wholesale prices were decreased for synthetic fibers 

(by a 15-percent average), as were those of related yarns, threads, fabrics, 
piece goods, textiles, ready-made clothing, artificial leather Barex 
(roughly by Kes 1.4 billion), together with unification and adjustment of 
the rates of mark-up bv foreign trade organizations (a decrease by Kcs 

0.35 billion). In the balance the increase in wholesale prices in this 
stage amounted to Kcs 36 billion, of which 17 billion accrued to imports and 
Kes 19 billion to domestic production. Concurrently, changes in the 
procurement prices of secondary raw materials were carried out. Consumer 
prices of propellant fuels, lubricating oils and light heating oils were 
raised as of 15 October 1981. 


In the second phase, as of 1 January 1982, the impacts of the mentioned 
one-time changes in wholesale, purchase and procurement prices, along with 
many additional types of raw and processed materials (e.g., jute, rubber. 
additional nonferrous metals), were projected into selected branches, 
sectors and groups of the processing industry. The approach to changes was 
selective, after exhausting all the possibilities for cutbacks. Compre- 
hensive adjustment of wholesale prices was undertaken in the following 
sectors: metallurgy, construction materials production, leather industry, 
footwear industry, furrier industry and food industry, railroad and water- 
borne cargo transportation. In other sectors the adjustments involved only 
selected branches or groups of products. Attention was paid to improving 
price relations. 


The adjustments encompassed approximately 57 percent of the national 
economy's production. The overall level of wholesale prices increased 
through both of the stages of one-time adjustment by 9.8 percent; in final 
production the increase was only 7 percent. 


The introduction of new wholesale prices into economic life was a necessary 
step, but it did not represent the end of efforts to make the price system 
more viable. The subsequent development of internal and external economic 
conditions called for continuous (in keeping with the resolutions of the 
16th CPCZ Congress) updating. The intents for continued improvements in 
the system of wholesale prices were stipulated in the principles of price 





policy contained in documentation for the Seventh 5-Year Plan (CSSR 
Government Resolution No 151/1982). 


2. Price Measures Implemented in Stage II 


The common objective of price measures in stage II was updating the system 
of wholesale prices in accordance with the development of price-fixing 
factors so that it could yield criteria for the management of the national 
economy commensurate with the demands posed by economic conditions not only 
in the concluding years of the 5-year plan, but also during its entry into 
the Eighth 5-Year Plan. Another point was applying in the price system new 
measures which could more effectively influence intensification in the 
national economy. 


The changes incorporated into the plan for development of wholesale prices 
in 1983--which was compiled in an unconventional manner and in shortened 
deadlines--followed three basic directions, specifically: 


--putting wholesale prices of selected raw materials on a realistic basis 

and their projection into the prices of follow-up production. This 

involved primarily reductions in the price of silver, imported phosphates, 
goatskins and pelts of muskrat, opossum, racoon and pelts of domestic rodents, 
rayon and staple fibers and, on the other hand, increases in the wholesale 
price of rice, industrial salt, imported Finnish cellulose, cellulose fibers, 
silk and viscous fibers; 


--resolving the consequences of the one-time adjustment of wholesale prices 
and increasing the prices of propellant fuels in some urgent cases, primarily 
in general engineering and in the electrotechnical industry; 


--supporting research and development, putting the effectiveness of exports 
and price relations on a more realistic basis; of prime importance was the 
reduction of wholesale prices in key sectors of the spare parts base of 
low-voltage electrotechnical engineering by 23.3 percent (parts for elec- 
tronics, semiconductor elements, integrated microelectronic circuits, 
structural elements for electronics), of electric light sources, parts of 
electric instruments, data processing systems and instrumentation for 
automated regulation and control. Reductions in wholesale prices of 
pharmaceutical chemicals, photochemical products, textile machinery, 
storage systems and electric appliances were oriented toward rendering the 
effectiveness of exports more realistic. 


Price changes applying to production amounted to Kcs 56 billion and repre- 
sented a decrease in wholesale prices in the balance by Kcs 4.1 billion 
(including reductions in the price of silver) with up and down changes in 
wholesale prices (increase by Kcs 3.7 billion and decrease by Kcs 7.8 
billion). This reduction represents 0.4 percent of total production of the 
national economy. 


In 1983 the gradual 2-percent increases in wholesale prices of all fuel and 
energy resources continued, and in the interest of promoting savings of 
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Diesel fuel and heating oil, a progressive annual increase in their prices 
by Kes 0.20 per liter until 1985 was adopted. These adjustments represent 
roughly Kes 2 billion annually and result in increased economic pressure on 
making the consumption of these resources more efficient. 


These changes must be seen as part of a wider program for effecting 
indispensable changes in wholesale prices for the remaining years of the 
current 5-year plan, implemented within plans for the development of whole- 
sale prices in 1984-1985. 


Analyses and prognoses confirm that the development of costs for the 
acquisition of raw materials through imports and from domestic sources, as 
well as the need for influencing this development by prices as well as 

other instruments for planned management of their economic utilization, make 
it necessary to undertake their second basic adjustment at the conclusion 

of the 5-year plan. This applies primarily to fuels, energy and agricultural 
raw materials for the food industry. It became impossible fully to cut 

back on the conspicuous increase in wholesale prices of these inputs, and 
its consequences became reflected in wholesale prices in selected branches, 
sectors and groups of the processing industry, construction and cargo 
transportation tariffs. 


Wholesale prices of fuel and energy resources (cokable coal and coal for 
power generation, petroleum, natural and city gas) underwent a one-time 
increase as of 1 January 1984 by an average of 43.5 percent, and in the 
case of other raw materials there occurred up and down price movements 
which represented an 8.6 percent decrease in the balance (the increases 
applying herein to bauxite and aluminum, flax and hemp, the decreases 
applying to the concentrate of molybdenum, tungsten and copper, cobalt, 
coffee and cocoa beans). Changes occurred in this context in the prices of 
other material inputs (e.g., coke, electric and thermal energy, Diesel 
fuel, heavy heating oil, asphalts). 


In the increase of wholesale prices of fuels and energy is reflected, on 

the one hand, the abating increases in acquisition costs of imports resulting 
from the employed method of 5-year sliding averages in contract pricing 
(particularly in the case of petroleum and natural gas) and, on the other 
hand, increasing cost of their domestic extraction and production (solid 
fuels, energy), which is carried out under deteriorated geological condi- 
tions, while demands on investments keep increasing as does the need for 
providing the indispensable social measures in those areas. Without 
increasing wholesale prices, both importation and domestic extraction 

would represent in 1984 and/or 1985 a net loss. 


Additional extensive adjustments of procurement prices of agricultural 
produce in the current 5-year plan and the elimination of intervention with 
procurement prices resulted in increasing the price level of inputs for the 
food and fodder industries by approximately Kcs 10 billion. Changes in 
wholesale prices of foodstuffs in 1984 amount to Kcs 4.7 billion (sugar 
beet, potatoes, milk) and an additional Kes 5.3 billion as of 1 January 
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1985 (cereals, mustard grain, chicory, hops, fruits and vegetables, forest 
produce, grapes, horned cattle, calves, pigs, goats, sheep and poultry for 
slaughter, venison, rabbits for slaughter, eggs, etc.). 


The effects of progressive 2-percent increases in wholesale prices of fuels 
and energy are reinforced as of 1984 by being applied to the already 
increased base of wholesale prices of fuel and energy resources of 1983 

(up to now the base was formed by 1978 wholesale prices); thus, the intensity 
of economic pressure on the consumer increased by approximately 40 percent. 


The application of price cutbacks to price increases in material inputs was 
reinforced by some additional measures. Primarily as follows: 


--In all sectors and groups of products, of which more than 20 percent of 
total production of the relevant sector are exported, the amount of cutback 
is differentiated in relation to the effectiveness of this production in 
exports. The standardized sectoral rate of profit can be used in the 
calculation of new wholesale prices only in cases where the turned-out 
production at least meets the directed sectoral annual indicator of exports. 
A profit rate higher or lower by three-quarters is then applied, depending 
on the effectiveness of exports. 


--Products which are technically obsolescent, repeatedly rated in quality 
grade III or products with claims against them, products failing to achieve 
in exports at least an indicator of 60 or those that are difficult to sell 
on the domestic market as well as products in which the change in wholesale 
prices does not amount to at least 3 percent of the going wholesale price, 
are all eliminated from wholesale price increases. 


--Sectors of final production character that have a relatively high potential 
for innovation continue to be excluded from adjustments while, on the other 
hand, cutbacks in wholesale prices continue in general engineering and in 

the electrotechnical industry. 


--write-olfs from fully amortized long-term assets can be included in the 
cost base of wholesale prices only in cases where the organization shows 
higher utilization of machine-operation posts than is the average for the 
given sector. A stricter approach is also initiated in cases where the 
Start-up of new capacities does not reach at least the existing average 
yield derived from production assets. 


Changes in wholesale prices as of 1 January 1984 were undertaken in 43 
percent of follow-up production in the processing industry, particularly 
in ferrous metallurgy, in construction materials and operations, in the 
food industry and in cargo transportation tariffs. Changes of wholesale 
prices in the remaining sectors were adjusted essentially only in selec- 
tively chosen sectors or production groups. 


The efforts to achieve maximum compensation and active resolution of impacts 
resulting from increases in wholesale prices in the area of inputs became 
manifested in the fact that the level of wholesale prices for the national 
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economy as a whole increased by an average of only 6.4 percent (in relation 
to the volume and structure of production planned for 1982) and in final 
production only by 4.1 percent. According to the data regarding the balanc- 
ing of price differences (including other factors), the increase in outputs 
planned for 1984 is 5.1 percent. 


The plan for development of prices in 1985 was approved by CSSR Government 
Resolution No 170/1984. In keeping with its provisions, changes in whole- 
sale prices will be undertaken in approximately 14 percent of national 
economy's production. 


Increases and decreases in wholesale prices will be undertaken as of l 
January 1985 in a limited extent of material inputs (a 14.4 percent increase 
in the wholesale prices of timber, a 7.3 percent reduction in pelts, changes 
of price relations in raw wool and remaining adjustments in prices of raw 
materials for the food industry). They will become reflected, together 

with giving due consideration to the consequences of changes implemented 
since 1983, in increased price levels in selected branches of the food 
industry, forestry, the woodworking and paper industries and, conversely, 

in its reduction in the leather, footwear, textile and ready-made clothing 
industries. 


In addition, wholesale price reductions will be made in the electro- 
technical industry and in general engineering; this involves primarily the 
projection of reduced prices of microelectronic circuits (by an average of 
65 percent) into the wholesale prices of computers and electronic control 
systems, and also a drop in the wholesale prices of passenger automobiles 
and accessories of motor vehicles, automatic washing machines, sodiunm- 
vapor lamps and distributors. These changes in wholesale prices will be 
carried out in keeping with CSSR Government Presidium Resolution No 199/ 
1983, which stipulates that, in addition to updating of wholesale prices of 
fuel, energy and raw material inputs, the proposed plan for development of 
wholesale prices in 1985 will include additional changes in sectors of the 
processing industry in which the rate of profitability in wholesale prices 
does not correspond to the attained effectiveness of exports. This will 
launch a gradual transition to make wholesale prices more viable in the area 
of inputs. 


In 1985 this rationalization will apply in essence only to extreme cases, 
specifically production destined for its major part for exports. After an 
independent analysis and after consultations with the SPK [State Planning 
Commission], FMF [Federal Ministry of Finance], FMZO [Federal Ministry of 
Foreign Trade] and SBCS [Czechoslovak State Bank], the Federal Price 
Control Office decided to compile early in the current year proposals for 
changes in wholesale prices in production amounting to roughly Kcs 20 
billion (in sectors of the electrotechnical industry, general and heavy 
engineering, the chemical and consumer goods industries). In the interest 
of promoting the approach of production and foreign trade organizations to 
the development of effective structures of production and exports, as well 
as the generation of suitable economic conditions for the application of 
R&D in the national economy, the level of wholesale prices will be decreased 
in these sectors and production groups by Kes 2.6 billion. 
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The bilateral changes in preparation can be summarily characterized as 
applying to 149 sectors; for 87 sectors an increase in the level of whole- 
sale prices (by an average of 10 percent) is envisioned and, conversely, 
for 82 sectors a decrease (by an average of 6.4 percent) is foreseen. The 
level of wholesale prices in the national economy is to show an average 
increase by 0.7 percent. 


2.3 Overall Characteristics of Wholesale Price Changes in Seventh 5-Year 
Plan 


The progress of continuous updating of wholesale prices in 1981-1985, 
oriented toward fuels, energy and raw materials, can be summarily charac- 
terized by the following comprehensive data: 








Item Kes bil. Percent 
Price increase in fuel and raw material sources + 95.2 + 72.3 
of which: 
Imported war materials + 46.1 +111.1 
Domestic Fuels and raw materials, incl. 
agricultural + 49.1 + 54.4 
Attenuation of impacts of wholesale price 
increases of material inputs (approx. 1/4) -26.0 


Increase in the level of wholesale prices 
for the national economy +1 
of which in final production + 1 





Comparison with other CEMA member countries shows that we belong among 
countries with the relatively lowest increase in the level of wholesale 
prices. 


2.4 Completion of Rationalization of the Price System in the Sphere of 
Price Setting 


Efforts toward the completion of the planned rationalization of the price 
system in the sphere of price setting and price stimulation are progressing 
along with the preparation of the changes planned to be implemented as of 

1 January 1985. They are closely connected with the implementation of the 
resolutions of the Eighth Plenum of the CPCZ Central Committee regarding 
research and development, with experimenting with some new elements in the 
system of management in the area of external economic relations and with 
administrative simplification of state control of prices. These represent 
for price control organs as well as for the enterprise sphere a number of 
independent tasks, particularly: 


--to devise and apply in practical price control the so-called unequivocal 
(parametric and normative) methods for setting prices of new products. 
Programs lasting till the end of the 5-year plan were agreed upon to that 
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end with the sectors in keeping with the Set of Measures. In the case of 
64 selected sectors which are key promoters of R&D in the national economy, 
key R&D centers and foreign and domestic trade organizations were included 
in dealing with the complex problems of development of wholesale prices and 
technoeconomical properties of new products (including verified findings 
about the conditions for their implementation, particularly from abroad); 


--to promote the establishment of price limits on newly exported products; 
their determination is to be concentrated essentially in the hands of 
price control authorities. A directive was amended to that end on 1 March 
of the current year which specifically expands the obligation for deter- 
mining the limits of purchasing prices in imports and exports and promotes 
the establishment of price limits by the application of foreign price 
relations and indicators of the effectiveness of exports; 


--to set stricter conditions for awards and the amount of preferential 
pricing. In the case of production output subject to an assessment of its 
technical level and quality, the application of the criterion and 
differentiated approach to products according to the effectiveness of 
imports (in linkage to the profitability of exported production or increment 
in annual indicator of exports) is stressed. The bilateral nature of the 
system of price stimulation started to manifest itself by considering 
products which do not attain the lower limit of effectiveness of exports 
(annual indicator 60) as being of poor quality and technically obsolete. 
Stricter provisions for preferential pricing also apply to deliveries of 
fashion and luxury goods for the domestic market; 


--to verify the effectiveness and expand the application of special forms 

of price setting toward promoting the effects of price policy on the 
development of R&D, such as temporary, dual and graduated prices. The first 
stage of dual prices was applied in electronics as of 1 January of the 
current year, and another proposal is under preparation for robots and 
manipulators; 


--to update corprehensively calculation rates for price setting in order 
to reduce the level of overhead and to differentiate profit in accordance 
with the effectiveness of exports; 


--to simplify price regulations, accelerate the preparation of price 
measures and make price control mcs flexible. Endeavor is made to provide 
greater ease of orientation in and interlinkage of price regulations in 
follow-up to the partial stage implemented in 1982-1983 in accordance with 
practical requirements, the system of control and the experience of price 
control authorities. More intensive and wider application of price models 
(structural sectoral, structural organizational and product models) and 
utilization of more advanced computer technology is sought for preparation, 
control of the progress of implementation, and assessment of the results 

of price measures. On the basis of Government Resolution No 168/1983, and 
in keeping with the stipulated conditions, VHJ's are authorized not only to 
set but also to change prices in the area of the so-called other 
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production (ancillary, auxiliary, subsidiary); the first stage (as of 
1 January 1984) included approximately 0.6 percent of total outputs. 


3. Basic Orientation on Increased Effectiveness of Wholesale Prices and of 
the Price System in the Latter Half of the 1980's 


The measures implemented in the system of wholesale prices and in the price 
system create a viable price base for the preparation of plans for the 
latter half of the 1980's. Demanding economic conditions and the need to 
come to grips with some long-surviving negative effects as soon as possible 
require that the new policy contribute in the Eighth 5-Year Plan to 
promoting the effects of prices on production intensity and, in so doing, 
to higher effectiveness of the economy. 


When we contemplate how to keep pursuing this policy line, we encounter 
three basic problems, i.e., the problem of continued factual orientation 
of price policy, the criteria for rationalization of prices, and dealing 
with the relation between prices and the plan. 


It goes without saying that the high demands of production on materials and 
energy require that the price system, together with other tools of planned 
management, remain oriented in the coming period toward the satisfactory 
resolution of the fuel and raw material problems. The situation in the 
sphere of prices calls for increasing, first of all, economic pressure and 
applying effective stimuli for promoting economy in consumption with 
improved utilization of fuels, energy, raw and processed materials, pro- 
moting of effective R&D and applying its findings in practice at an accel- 
erated rate, improving technical level and quality, reducing the cost- 
intensiveness of production as the prerequisite for compatibility of our 
goods to compete on foreign markets, efficient utilization of funds in the 
national economy, providing incentives for innovation and improving the 
adaptability of organizations to the changing conditions in inputs and 
outputs, etc. 


Increasing economic pressure in the sphere of prices toward the mobilization 
of intensification factors has its corresponding criteria and tools. The 
irrevocable prospect of an ever wider and more intensive participation o! 
our economy in the international division of labor calls with ever 
increasing insistence for the internal price system and the system of 
prices in general to derive criteria for continued efficiency promotion 
from the demanding conditions of the international division of labor. 
These criteria must be applied in the coming period as obligatory, 
bilaterally, by resorting to all the tools of state price control. A 
necessary prerequisite for this, among other things, is a concerted 
approach in foreign exchange rate policy oriented toward a realistic 
expression of the cost required for the acquisition of foreign exchange. 


It stands to reason that the objective of all this is not just to show in 
prices what is effective in our national economy from the viewpoint of 
foreign countries. In order for prices not to remain on the periphery of 
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economic events, it is imperative to project the consequences into the 
management of enterprises and, in so doing, influence their substantive 
involvement. This applies to the fiscal area and sphere of wages, to a 
coordinated approach in the planning of external economic relations, etc. 


All this should make it possible for the sphere of enterprises to use 
factual measures in the area of inputs and outputs as a basis for coming to 
grips with changing conditions in the acquisition of fuel and raw material 
sources and in the marketing of products to achieve the originally planned 
effectiveness. In this context we encounter such questions as why the 
increase in wholesale prices of primary fuel and raw materials resources in 
the Seventh 5-Year Plan by the mentioned Kcs 95 billion did not become 
reflected more conspicuously in economizing their consumption, or whether 
it will become so manifested in the future. Exceeding of quotas in the 
planned reduction of material costs over the past several years shows that 
conditions for even greater cutbacks do exist in the national economy. The 
experience of planning organs also confirms the fact that gradual changes 
in wholesale prices, as opposed to their one-time adjusments, are more 
effective. 


Discussion of these problems points up the objective need for continued 
updating of the price system. At the same time, due consideration must be 
given to whether the existing practice of one-time adjustment of wholesale 
prices and their full balancing and projectior on the part of both suppliers 
and customers in the plan (after its compilation and approval in old prices) 
has its justification even in the future toward increasing economic pressure 
on intensification. Letting the effects of price ci.anzes take place only 

in the course of implementation of the plan delays and weakens their 
potential effects on the optimal resolution of tangible problems already 

in the process of plan compilation. Increasing of the intensity of price 
and cost cutbacks is further connected with the continuous objectivization 
of standards of aeterial consumption, with improved planning, budgeting and 
limiting of expenses. 


The progress of price rationalization now under preparation is based on the 
fact that decisive changes of a systemic character in the area of prices 
will be taken under advisement as part of the effort connected with pro- 
posals for continued improvement of the system of planned management of the 
national economy. The 5-year plan for the national economy will be based 

on updated wholesale prices valid in 1985. It is also envisioned that for 
the khozraschet sphere it will also contain information about the principles 
of price policy and its basic orientation in the Fiehth 5-Year Plan. 


The basis for the preparation of specific factual price measures in 
individual sectors of the national economy will be an analysis of the price 
system in 1985, objectives of the Eighth 5-Year Plan, updated prognosis of 
the prices and acquisition costs of raw materials, the planned procedure in 
reduction of allocations for exported production, etc. In connection with 
the envisioned stability of prices in the area of inputs, updating of 
wholesale prices in the Fighth 5-Year Plan will be concentrated primarily 
on: 
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--rationalization of wholesale prices of final production (outputs); 


~—effective support of state programs for economy in the consumption of 
fuel, energy and material resources. 


A detailed specification of price measures will be worked out as part of 
the annual plans of price development. The key factor in the devising of 
price measures will be the effect on the national economy to be achieved 
by their implementation. 
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CZECHOSLOVAKIA 


WASTE WATER CLEANING PROBLEMS IN CSR DISCUSSED 
Prague PLANOVANE HOSPODARSTVI in Czech No 8, 1984 pp 66-71 


[Article by Eng Josef Jirat, CSc, Czech Planning Commission: "Problems of 
Waste Water Treatment in the CSR") 


[Text] The improving standard of living coupled with the improving standard 
of housing and increasing demand for water have resulted in conspicuous in- 
creases in the volume of polluted waste waters. Relatively obsolescent pro- 
duction assets, increases in production posing high demands on water consump- 
tion, slow introduction of production technologies generating little or no 
waste, and other factors lead to increased water pollution from industry as 
well. With the development of agriculture and its transition to mass produc- 
tion forms with intensive use of fertilizers and biocidal substances over 
large areas to eradicate weeds, harmful insects and plant diseases, the so- 
called areal pollution of surface and subterranean waters increases. 


The CSSR, as do most countries with advancing economic development, encounters 
serious problems in providing for adequate purity of surface and subterranean 
waters. The past development of their pollution, derived from its relation to 
the development of purity of water streams, increases in the number of sources 
of pollution, and the rate of construction of treatment facilities are charac- 
terized by several stages: 


l. wntil 1960--deteriorating state, 

2. 1961-1965--slowdown in trend toward deterioration, 
3. 1965-1973--temporary improvement of state, 

4. since 1974--new trend toward deterioration. 


This classification into stages also conforms with the development of the over- 
all known discharge of pollution (in thousands of tons per year): 


Indicator 1967 1970 1975 1980 
"SK 170 156 14] 198 
Undissolved substances 275 235 190 240 


Note: BSKs--biochemical ‘-day consumption of oxygen characterizing the amount 
of organic substances in water. 


% 








The subject of known discharged pollution is only its known source points 
(cities, industrial plants). Areal pollution, represented mainly by washdown 
from agriculturally farmed soils, is not included herein, even though indirect 
findings (e.g., through the results of monitoring the quality of water in 
streams) show its significant share of total pollution. A serious problem is 
posed by increasing nitrate contents. Water quality is also increasingly 
detrimentally affected by increasing pollution of the atmosphere (sulfur 
dioxide and nitrogen oxides). 


Analysis of the data indicates that water purity deteriorated particularly in 
the course of the Sixth 5-Year Plan. The volume of pollution discharged from 
source points in that 5-year plan increased by one-third. The increase was 
highest in towns (public sewage), namely by 64 percent (by 25 percent in the 
Fifth 5-Year Plan). Their share in overall pollution in 1976 was 54 percent, 
and in 1980 as much as 63 percent. The main cause is extensive housing con- 
struction for which commensurate treatment of waste waters failed to be pro- 
vided. Another contributory factor was the connection of industrial sources 
to the public sewage system. The existing conflict is being dealt with by 
granting exemptions from Law No 137/1973 of the SBIRKA ZAKONU on water. 


In 1981-1983 the volume of discharged pollution showed a mild decrease, primar- 
ily as the result of the overhaul of large municipal waste water treatment 
facilities in Prague and Brno and the launching into operation of a new scrub- 
bing line in the pulp mill of the South Bohemian Paper Mills in Vetrni. How- 
ever, this favorable reversal is only temporary, because the current extent of 
ongoing construction of facilities for the preservation of water purity does 
not create prerequisites for its continuation. 


the spread of pollution is closely tied to the development of investments ear- 
marked for the implementation of all measures for the protection of water 
purity (not only waste water treatment plants), which despite their increases 
in volume in the 5-year plans were inadequate for the liquidation of the multi- 
plying sources of pollution. 











Period Volume in mil. Kcs Period Volume in mil. Kcs 
1956-1960 470 1971-1975 2,770 
1961-1965 860 1976-1980 2,340 
1966-1970 1,790 


Note: Date of the Ministry of Forest and Water Management according to the 
OZP [environmental protection] form. 


According to the estimate of the Ministry of Forest and Water Management, 
liquidution of all the currently existing exemptions from the law on waters, 
No 138/1973 of the SBIRKA ZAKONU, would call for measures on CSR territory 
costing at least Kcs 40 billion (in 1983 prices). The CSR Government has 
dealt with the unfavorable state of water purity on several occasions (e.g., 
resolutions no 314/1974, 240/1975, 147/1976, 213/1978, 319/1978, 245/1980, 
278/1980, 383/1980, 245/1981), but the adopted measures met in most cases with 
only partial success and influenced overall development only partially. 
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The self-cleaning capacity of water streams and the dilution of waters is far 
from being sufficient and, thus, the only effective alternative for the con- 
tinued protection of water purity in surface streams is primarily the construc- 
tion of waste water treatment facilities and technological and operational 
measures in production. However, their implementation does not meet the needs. 
In connection with the largely extensive development of the national economy, 
such measures in production tended to be exceptional. 


The rate of construction of waste water treatment facilities in the Sixth and 
Seventh 5-Year Plans has been lagging behind increases in the volume of pol- 
luted waste waters. This trend is due to several causes: 


--with limitations on the extent of investment, investors orient their interest 
toward goal-oriented construction of a productive nature and already at the 
level of plan proposals limit the incorporation or exclude the construction of 
waste water treatment facilities; 


--the extent of pollution and the structure of substances wasted in discharged 
waters call more and more for the construction of large treatment units using 
a technology involving several stages of cleaning. Their relatively high 
budgetary cost is then in competition with other sectoral interests; 


--during any imposition of limits on investments during the stage of plan com- 
pilation, these construction projects are the first to be deleted from the plan 
proposal and transferred to later periods; 


-~contracting organizations do not undertake their construction, offering the 
lack of specialized construction capacities as justification, or because of 
the high technical demands and labor-intensiveness involved; 


--there is a persisting shortage of production machinery capacities (technology, 
electric controi) which inadequately adapt structural design to new needs, as 
well as of installation capacities for the implementation of the technological 
parts of the construction of treatment facilities; 


--difficulties encountered in finding contractors become reflected in poor pro- 
ject preparation and subsequent elimination of waste water treatment plants 
from the plan, etc. 


Nevertheless, some additional factors have a bearing on the construction and 
operation of waste water treatment facilities, considerably reducing their 
effectiveness: 


--a very frequent occurrence at ongoing construction projects is limiting con- 
struction operations due to the transfer of personnel to construction sites 
with higher priority, due to lack of materials, etc., causing considerable 
delays in construction deadlines (Trutnov Municipal Waste Water Treatment 
Plant, Bohumin Ironworks and Wire Mills, etc.); 


--shortcomings in the project preparation or operation of these facilities make 
the required and envisioned sustained output in some new construction projects 
(Novy Bor, Novy Jicin, etc.) impossible; 
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--many treatment facilities built before 1970 are by now technically obsolete 
and in many cases have become unsuitable because of their limited capacity 
(Prague, Ceske Budejovice, Plzen, Tabor, Olomouc, etc.); 


--intensification of existing treatment plants is becoming more and more com- 
plicated due to limited deliveries of suitable equipment and materials, even 
though significant untapped resources exist in this area; 


--discontinuation of operation is being postponed for various reasons in some 
plants using obsolete production equipment (sugar and starch factories), 
where the building of new treatment plants would not serve any useful purpose. 


A certain share of these negative results also accrues to the methodology and 
manner of planning environmental protection measures and, thus, water purity, 
because they leave too much leeway in decisionmaking to the polluting plants 
and their superior organs. While means for environmental protection are 
listed with goal-oriented linkage in the state plan, their extent is not pro- 
posed by any central planning organ, nor by the Ministry of Forest and Water 
Management that is responsible for the environment, both of which should use 
this approach to the implementation of approved concepts for protecting the 
environment and societal interests. 


On the contrary, it is the polluters--economic production units, sectors--who, 
except for a few projects with a higher obligatory priority in the plan, de- 
cide what will be implemented and what will be incorporated into the documenta- 
tion for preparation of directives and plan proposals. Thus, they decide a 
priori how much of the allocated investment limit for the development of the 
sector will be used for environmental protection. Only subsequently do central 
planning organs incorporate this sum into the plan proposal for approval as 
itemized and goal-oriented means for environmental protection, doing so without 
any substantial changes, because if they did there would immediately arise 

the problem of the ready availability of substitute construction projects. 

This often leads to the proposal and implementation of projects which from the 
societal viewpoint are less important. 


The implementation of construction projects for protecting the purity of waters 
has not been accorded the requisite degree of priority in the compilation of 
proposals of 5-year and annual implementation plans as practiced up to now. 
This, among other reasons, is the objective consequence of the overall invest- 
ment policy, because after providing for nationwide priorities which are of 
decisive importance to the development of the state economy (particularly in 
the fuel and energy complex), the CSR has sufficient leeway for dealing with 
these problems as well. 


The current approach does not promote the adequate conceptual and effective 
handling of the protection of water purity and does not preclude the potential 
ineffective expenditure of capital appropriations. Orientation toward the con- 
struction of small waste water treatment facilities adopted in the CSR over 

the past several years does bring some quantitative improvements, but it deals 
mostly with less important, complementary and local problems. This is accom- 
panied at the same time by chronic shortages in the availability of pumps from 
the Sigma enterprise. 
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Ecological problems of the CSR are subject to detailed monitoring by the Czech 
Planning Commission 2:d, within the possibilities of the national economy, are 
actively dealt with. However, the so-far detrimental development of water pol- 
lution calls for these problems to be dealt with in a more radical way. It 
turns out that there is a need for determining already at the stage of prepara- 
tion of basic planning documentation (i.e., "Basic Directions for Economic and 
Social Development of the CSR Until 1985" and "Directives for Compilation of 
5-Year Plans”) the program of central authorities with regard to key measures 
designed to preserve the purity of waters as obligatory, and in plan proposals 
deal merely with their implementation. The same concept should be applied to 
dealing with a goal-oriented limit on the volume of operations, deliveries and 
launching of construction projects. 


The active decision of the Czech Planning Commission to prepare a plan propos- 
al for 1985 which envisions the launching of construction of several waste 
water treatment plants with a higher priority can be seen as a start to imple- 
menting the above-mentioned approach. It involves the following projects 
(with the exception of the waste water treatment plant in Cesky Krumlov I, 
which is incorporated in the Seventh 5-Year Plan): 


Budgeted costs 
(Kes millions) 











Source of Pollution River Basin Investor Total/Constr. 
Havlickuv Brod Vitava (Sazava) MLVR 172/123 
VEBA Plant, Police/Metuje Elbe (Metuje) MP CSR 48/39 
Tabor-Sezimovo Usti Vitava (Luznice) Jc KNV 58/42 
Marianske Lazne, expansion Berounka (Kosovy creek) Zc KNV 52/39 
Klatovy Berounka (Drnovy creek) Zc KNV 46/28 
Chrudim Elbe (Chrudimka) Vc KNV 57/45 
Imit. Jewelry, Jablonec/N. Luzicka Nisa MP CSR 30/11 


Key to abbreviations in table: Jc = South Bohemian; KNV = Regional National 
Committee; MLVH = Ministry of Forest and Water Management; MP = Ministry of 
Industry; Vc = East Bohemian; Zc = West Bohemian. 


The proposed objective requires that this basic decision be accompanied by the 
creation of the requisite room for its incorporation into the territorial spec- 
ification of construction and installation operations in the republic. 


Proposed Program for Construction of Waste Water Treatment Plants in CSR Re- 
gions 


From this brief analysis and past practice there follows the need immediately 
to undertake the centralized promotion of the conceptual building of waste 
water treatment plants, primarily at greatest pollution sources. This goal- 
oriented approach should become the basic strategy of future 5-year plans 
that would not be subject to eventual economic fluctuations or other factors. 


As the first prerequisite for the attainment of this goal, the Czech Planning 
Commission compiled a proposed list of the most significant water polluters 
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where construction of waste water processing plants should be given priority. 
From the entire set of criteria used in its compilation, particular emphasis 
was placed on: 


--the extent of pollution caused by the source, 
--the protection of sources of drinking water, 


--the use of streams as sources of service water for industry and agricultural 
irrigation, 


--the protection of key recreation areas. 


Contrary to many of the concepts worked out earlier, the present concept is 
based on the principle that it would be advisable to deal with the purity of 
water in individual river basins comprehensively, specifically in the direction 
downstream, from the spring to achieve the greatest and definitive cleaning 
effect. 


However, in view of the limited and sometimes fairly spontaneous construction 
of treatment plants in the CSR in the past, the system of construction out- 
lined above could not be applied immediately and at the same time to all the 
river basins during the Eighth 5-Year Plan. It will be necessary to respect 
some problems of regional proportionality, extreme sources of pollution that 
could bring about a state of ecological catastrophe, and obligations to 
foreign countries. Attention will also have to be paid to a certain extent to 
the state of project preparation for many treatment plants, and also earlier 
decisions about the commencement of their preparation. A distinctly Limiting 
factor for the Eighth 5-Year Plan is the capacity of the construction industry, 
the availability of technological systems, and their installation. 


With a view to these facts, the sources of water pollution were divided into 
two groups, depending on the urgency of their elimination. The serious 
sources of water pollution in the CSR were included in the group with the 
highest urgency rating. In the interest of dealing with this detrimental 
state in the purity of waters, it appears advisable to start construction of 
treatment facilities at these sources in the course of the Eighth 5-Year Plan. 
At the same time, problems attendant to the construction of a new treatment 
facility in the capital city of Prague, currently under consideration, are 
left aside, since the period and rate of its construction will be dealt with 
separately (according to current documentation the budgeted costs are on the 
order of approximately Kcs 5 billion). 


From the viewpoint of the proposed change in planning approach, it is desir- 
able that the program be considered a binding directive for the planning 
center that should be issued for the compilation of a long-term outlook and 
the Eighth 5-Year Plan. 


If the implementation of the waste water treatment plants proposed to be 
launched in the course of the Eighth 5-Year Plan is carried out, it would 
conspicuously improve water purity in key river basins and positively influence 
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the extant negative development of pollution in CSR water streams. At the 

same time, the corresponding number of exemptions granted from the law govern- 
ing water would be reduced. A sustained trend of development in the implement- 
ation of the proposed approach should also extend to the period of the Ninth 
5-Year Plan. 


Another group of these construction projects includes significant water pollu- 
tion sources aligned in individual river basins in their direction of flow. 
This list should be regarded as a guideline and will be compiled in closer 
detail as part of preparations for future 5-year plans. Construction projects 
incorporated in this list would be built after 1990 (in the proposals for the 
Ninth and Tenth 5-Year Plan), some--depending on the situation--even by the 

end of the Eighth 5-Year Plan, as long as this would not jeopardize the suc- 
cessful construction of treatment plants at key sources of pollution. Herein 
it would be advisable to respect to the maximum extent the principle of deal- 
ing with problems of water purity from the spring downstream and to incorporate 
it as such into long-term outlooks of development and ecological programs of 
ministerial agencies and national committees. The guarantors of its implement- 
ation would be water management authorities, and the key coordinator for the 
protection of water purity--the Ministry of Forest and Water Management. 


Under the assumption that such gradual construction of waste water treatment 
plants and systematic compliance with the law governing waters during the 
launching of new production capacities into operation, and with the well- 
planned elimination of obsolete production facilities, it would be possible to 
achieve a lasting positive development in improving the purity of CSR water 
streams after 1995. 


Nevertheless, the proposed program and/or its implementation poses some risks 
that must be expediently minimized. This involves, first of all, its being 
taken under consideration at the stage of preparation and plan proposals from 
the viewpoint of demands on investments as a requirement for dealing with CSR 
landscape ecology that cannot be postponed any more. Key construction pro- 
jects should be incorporated into the state plan proposal as obligatory tasks 
of the Eighth 5-Year Plan. 


In keeping with the proposed program, the Ministry of Construction should pro- 
vide contractors with sufficient time lead and make preparations for supply- 
demand negotiations. Even the nationwide and territorial specification of con- 
struction projects in the 5-year plan should be subordinated to implementation 
of the key projects. An analogous approach should be also adopted by the 
Federal Ministry of Metallurgy and Heavy Engineering, which should react in 
time to the fact that the demand for machinery to be used in waste water 
treatment will keep increasing in the next and subsequent 5-year plans. The 
general contractors for technology in supply-demand negotiations should be the 
VHJ Sigma and Chepos. 


During the period of adjustment of contractors’ capacities to the envisioned 
increase in the construction of waste water treatment facilities, considera- 
tion should be given to the potential utilization of contractor capacities 
from the Hungarian and/or Polish People's Republic for the construction of one 
to three treatment plants. 
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It is envisioned that allocations for the construction of waste water treat- 
ment facilities will come to the maximum extent from financial resources of 
the state's water management fund, even at the expense of temporary curbing 
allocations for other purposes. Along with new capital construction there is 
a need for simultaneous intensification of measures for the protection of 
water purity that are of a noninvestment nature. 


In the interest of the more efficient utilization of existing treatment faci- 
lities, it will be necessary to devote systematic attention to their reliable 
operation with maximum and operational application of new findings to provide 
for continuous increments in the interception of pollutants (approximately 1 
percent annually), without demands on new investment resources. 


In view of the low effectiveness of existing economic stimuli (write-offs and 
fines), it will be necessary to reassess the currently valid regulations in 
this area and provide for their gradual amendment so as to make them fully 
compatible with societal interests and to provide more motivation for the 
initiation of intraplant measures designed to protect water from pollution and 
toward economy in water management. Uncompromising enforcement of existing 
punitive measures must be used to achieve improvements in technological as 
well as work discipline and thus minimize negative impacts on water purity due 
to subjective causes (breakdowns, etc.). 


It will also be necessary to carry out more systematically the planned discon- 
tinuation of operations and productions using obsolete production equipment, 
which constituted the reason for refraining from building new waste water 
treatment facilities. It is also inadmissible to allow investors (and also 
reviewing and approving authorities) to propose the construction of production 
and nonproductive facilities in stages or construction scheduling which calls 
for the construction of treatment facilities only at the conclusion of the en- 
tire project. 


Efforts in the R&D area will have to be oriented toward the accelerated reso- 
lution of problems of the greatest significance to society, such as, e.g., 
the development of new efficient systems for waste water treatment, viable 
methods of purification that at the same time promote retrieval of valuable 
substances, introduction of recirculation and multiple use of water, new 
technologies producing little or no waste, etc. 


The proposed concept of the construction of waste water treatment facilities 
in the CSR in the next and subsequent 5-year plans represents a demanding yet 
realistic program. Now it will be exclusively up to the relevant authorities 
and organizatiess, particularly investors and contractors for construction 
operations ar ~ requisite technology, when the purity of CSR streams will 
improve and when their state will be commensurate to the high standards of our 
entire socialist society. 


8204 
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CZECHOSLOVAKIA 


ADVANCED TECHNOLOGY ROLE IN METAL CONSERVATION SEEN 
Prague PLANOVANE HOSPODARSTVI in Czech No 8, 1984 pp 72-77 


[Article by Eng Jiri Chalupa, Research Institute for Engineering Technology 
and Economy, Prague: "Advanced Technology and Metal Savings in General 
Engineering" ] 


[Text] One of the basic directions for intensified utilization of metallic 
materials in general engineering is the development of viable technologies of 
production, which--in addition to the structure of production, innovations 
relevant to the design and quality of the assortment of structural materials-- 
constitute no small untapped potential for their conservation. Up to now this 
sphere has been developing unsatisfactorily and spontaneously. Emphasis was 
placed on conventional methods, the key objective of which was the achievement 
of increases in production primarily by increases in the productivity of labor. 


The most significant feature of the past development of Czechoslovak general 
engineering was inadequate application of qualitative changes in the area of 
technology and technique of production. This became manifested primarily 
through overall increases in the number of production machinery units, which 
rose from 286,000 in 1965 to 386,000 in 1980, whereby no significant changes 
occurred in its technological structure or in its technical level and auto- 
mation. This also became reflected in the long-lasting stagnation in the 
structure of the labor-intensive nature of production. For example, the share 
of conventional machinery (turning, milling, boring, grinding, etc.) in the 
total labor-intensiveness encountered in general engineering constantly ranges 
around 32 percent and that of casting around 2.5 percent whereby, e.g., the 
share of metal forming which makes it possible to produce parts with high pro- 
ductivity and with considerable utilization of materials is constantly lagging 
behind at approximately 4.5 percent. In foreign countries, such as, e.g., 
France or the FRG, this share is roughly two-fold. 


Stagnation in the structure of labor-intensive orientation attests to the fact 
that from the viewpoint of R&D no desirable changes have occurred, for the 
time being, in the development of viable technological orientations promoting 
the production of precision semifinished products (e.g., multioperation bulk 
forming, precision shearing, precision casting, etc.), significantly reducing 
the demands on mechanical machining of parts and, particularly, considerably 
cutting down on production's demand on materials and energy. Thus, the 
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situation requires general engineering--along with the modernization of its 
production base, simultaneous upgrading of its level of specialization in 
parts and assemblies--to: 


--apply a system which will find for individual groups of products and/or sec- 
tors optimum solutions for designing the production process and, at the same 
time, optimize the consumption of materials while respecting developmental 
limitations (manpower, investments, etc.); 


--give priority to the development of viable technological methods promoting 
the effective utilization of material and cutting down on material consumption. 


Significant untapped resources in achieving savings of metals can be seen pri- 
marily in the optimal utilization of the already resolved R&D tasks in advanced 
technologies of production, particularly by: 


--increased utilization of unconventional methods in machining; 
--application of cold and hot bulk forming, precision forging and shearing; 
--wider use of welding in protective atmosphere; 


--casting into molds from batches with controlled hardening, using precision 
casting methods, etc.; 


--expanded application of powder metallurgy in parts production. 


A worldwide R&D trend in relation to reducing the demand on material in general 
engineering production is the development of the so-called wasteless technolo- 
gies, in which the key position is held by forming and shaping. For example, 
switching 1 million tons of rolled steel sections from machining to forming 
makes it possible to achieve savings on the order of 250,000 tons of metal. 
The production of forgings on crank forging presses instead of by power hammer 
reduces the consumption of metals by 5-10 percent, etc. Recent years have al- 
ready seen intensive development of the cold extrusion process. The reasons 
for widening the use of this indubitably advanced technology are primarily 
reduction in the consumption of materials, precision in dimensions and shape, 
good surface properties of formed parts, and enhanced mechanical properties of 
the material. On the basis of an overall assessment of viable developmental 
trends in production technology in this area, it must be stated that no new 
principles of forming methods are essentially applied to forming machinery, 
but that it involves mainly their expanded introduction into productions with 
a varying level of volume, particularly with the aid of NC and CNC control 
systems. 


One of the most viable technologies in machinery parts production is powder 
metallurgy, which in industrially advanced countries is multiplying the rate 
of development of their total industrial production. For example, over 
200,000 t of metal powders were produced worldwide in 1971, but in 1980 their 
production rose to 800,000 t, whereby 80 percent of that volume was used for 
the production of machine parts and semifinished products. The reason for 
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such a rate of increase in production and growing interest in powder metal lur- 
gy is the necessity of making maximum use of the basic metal substance and of 
energy with the highest economic results and simultaneous savings in manpower. 


Powder metallurgy meets all the key criteria characterizing the viability and 
promising aspects of technologies, such as, e.g., high utilization of material 
(98 percent), low demand on energy, low labor-intensiveness due to the limited 
number of production operations, enhancement of the working and living environ- 
ment. This is why it finds constantly wider application in machinery and 
equipment of all industrial sectors, from the automobile industry and agricul- 
tural machinery production to goods for mass consumption. Its use has become 
typical to the extent that the number of parts produced by powder technology 
is considered to be an indicator of the advanced level of individual types of 
machinery and equipment, thus influencing the marketing of these products on 
the world's markets. 


The production of parts by powder metallurgy, i.e., compression of powder 
mixtures and their sintering, makes it possible to achieve: 


--up to 98 percent utilization of material while facilitating adjustment of 
the initial composition to the required properties of final products; 


--up to 50 percent energy savings in comparison to conventional technologies; 


--high productivity of labor, because key production operations can be easily 
mechanized and automated; 


--practically no waste in the production cycle. 


Despite the undeniably advanced nature of this method, CSSR production of 
metal powders is still stagnating at 4,800 tons of annual production volume 
(in the GDR it is 5,000 t, the FRG 50,000 t, Sweden 170,000 t, the USSR 
120,000 t). Only 14.8 percent of the total Czechoslovak production of powders 
are used in machine parts production, i.e., approximately 700 tons, while in 
countries with developed powder metallurgy this share amounts to 80-90 percent. 
This attests to the still inadequate economic utilization of this advanced 
technology in our country. 


Significant savings of metals can also be expected in metallurgical production 
for general engineering. For instance, the foundry industry with its current 
annual production of almost 1.5 million tons of castings (of which 1.06 million 
tons go to general engineering) is an important resource for savings of metals. 
This is underscored by the fact that the share of castings represents 20-50 
percent of the weight of produced machinery and equipment. What is the cur- 
rent situation in foundry production from the viewpoint of the utilization of 
metals? 


Our foundry production is still marked by low utilization of advanced techno- 
logy of castings production, because almost 90 percent of them are formed and 
cast in sand. The share of precision castings is very small and has been 

stagnating for many years. For example, only 0.8 percent of the total volume 
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of steel castings production uses the precision-casting method, while it 
amounts to 1.8 to 2.7 percent in industrially advanced countries (FRG, England, 
France, etc.). 


Also extremely unfavorable is the ongoing development in the production of 
castings from nodular cast iron that replace castings made of steel. While 
the production of castings from nodular cast iron has been practically stag- 
nating at 1.5 percent of total production of castings (in the FRG, England 
and Japan it ranges between 3.4-4.1 percent), the share of steel castings is 
constantly increasing (from 20 percent in 1975 to 35 percent in 1980). 


The almost nonexistent volumetric and technological specialization of foundries 
and inadequate concentration of identical or technologically similar castings 
does not permit the utilization, or full utilization, of highly productive 
production techniques. Their higher demands on material and energy (higher by 
15 to 20 percent in relation to comparable foundries abroad) are also con- 
stituted by their obsolete unproductive equipment (the average age of machinery 
is 16-25 years), poorer quality of the produced foundry castings and, last but 
not least, also by shortcomings in the management and planning of foundry 
production (e.g., planning of production in weight units,which makes no con- 
tribution to savings of metallic materials, fuels and energy). 


Our foundries have for the most part the nature of subsidiary, considerably 
all-purpose production, meeting primarily the needs of the paternal enterprise. 
On the other hand, foundries built abroad are huge commercial enterprises 
using all forms of specialization and advanced production methods where pro- 
duction is highly automated. The fragmentation of foundry production and its 
subordination to the interests of the enterprise then also plays a decisive 
role in the unsuitable structure of the production program, which often is at 
variance with the foundry's production profile. 


The fact that it is still impossible to attain the desirable level of produc- 
tion of castings with lowest weight, high dimensional precision, surface qua- 
lity and the requisite utilitarian properties, so as to significantly reduce 
the demand of production on materials and energy, is rooted in the performance 
of the R&D base, technologists and designers, as well as in the Limited poten- 
tial for optimal application of advanced technologies and production techniques. 
All that is constituted by the current state of organization and management of 
this sphere and, not least, by the many shortcomings in the development of the 
production technology basis of foundry production. However, the problem is 
now constituted by the fact that investment resources for promoting the con- 
tinued development of metallurgy for general engineering will become, as in 
other areas of the general engineering sector, considerably limited. Never- 
theless, in our opinion, there must first of all occur a change in the concept 
which holds that investment resources can be justified only or primarily by 
the need for construction of new production capacities. Such an old concept, 
especially in so demanding an area on investment as, e.g., foundry production 
processes, is today utterly inadequate. High priority must be accorded to 

the necessity of promoting the desirable development of metallurgy for general 
engineering in the coming years primarily by renovation and modernization of 
existing production bases. 
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Key directions for the intensification of long-term material savings must then 
be oriented primarily toward: 


--reduction of the weight of castings by improving their precision, i.e., more 
intensity must be devoted than heretofore to the wider application of advanced 
methods of casting by investment pattern, pressure die casting, casting into 
metal molds, etc., in combination with optimal concentration and specializa- 
tion of production; 


--optimum selection of material to fit the intended function of castings. This 
involves primarily the substitution of nodular cast iron for steel, weldments 
for castings, higher use of second-melt aluminum alloys, substitution of cast- 
ings by products made of plastics, etc. 


The intensified utilization of metallic materials is also actively promoted by 
the contemporary development of automated production processes in general 
engineering. Its contributions can be classified in essence into the follow- 
ing groups: 


--automated production systems are up to 1.6 times more productive in compari- 
son to conventional machines. Thus, the use of an NV controlled machine saves 
approximately 60 percent of materials; 


--in comparison to conventional production, automated production systems cut 
down the average production time by up to 60 percent. This considerably re- 
duces the amount of unfinished production in progress; — 


--automated production processes call for a higher level of standardization, 
technologically oriented design as well as higher demands on concentration and 
specialization of production. This also brings about savings of metals; 





--in comparison to conventional production methods there occurs a significant 
reduction in the reject rate and wear of tools. 


Program for Renovation and Modernization of the Production Base of General 
Engineering 


In follow-up to savings of material and energy, one of the basic tools for the 
development of advanced technologies, production techniques and automation of 
production processes in the “Program for the Renovation and Modernization of 
the Production Base of General Engineering” (RaM). The Presidium of CSSR 
Government called in 1976 for the preparation and commencement of an inte- 
grated long-term RaM program based on comprehensive mechanization, automation 
and integration of the control of automated production processes. Neverthe- 
less, it must be stated that this program in its final extent failed to affect 
the overall nature of the process of economic renewal. RaM of existing pro- 
duction capacities did not become, for the time being, the decisive form of 
development of production processes in general engineering. From the exper- 
ience and findings made up to this point, the problems which have negatively 
affected the implementation of the RaM program are concentrated primarily in 
the following areas: 
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--adequately effective systemic, methodological and planning tools and condi- 
tions have not been created as yet for RaM as the key form of the process of 
economic renewal; 


--the original intent of the resolution of the Presidium of the CSSR Govern- 
ment, calling for the establishment of a network of capacities for technolo- 
gical planning, has failed to be implemented as yet in its full extent; 


--the focal point of problems attendant to the wider implementation of RaM is 
providing the requisite advanced technology both from domestic resources and 


from imports; 


--higher supply functions for the delivery of comprehensive operational techno- 
logical systems have so far failed to be met by domestic producers, suppliers 
of production technology; 


--for contractors of construction operations--building organizations--RaM pro- 
jects are less than desirable due to their different composition of operations 
and the need for other means of mechanization than is the case in new construc- 
tion, a different composition of materials and higher demands on manpower; 


--the preparation and implementation of Ra™ for the investor is also more dif- 
ficult than mew construction. It calls for restructuring production during 
operation, in most cases with no changes in the production plan; 


--in comparison to new construction, RaM is much more difficult from the view- 
point of preparation and implementation for all participants. 


On the basis of these facts and in keeping with the tasks promulgated by the 
Eighth Plenum of the CPCZ Central Committee, the proposed RaM program for the 
Eighth 5-Year Plan was amended, particularly in its methodological and control 
parts. It starts with the premise that the systematic transition to intensive 
forms of development calls for a new concept of the RaM program in the Eighth 
5-Year Plan, a new delineation of its position in not only the process of 
investment and economic renewal, but also in the overall planning and manage- 
ment process. 


Overcoming existing barriers to the wider application of intensive forms for 
the development of production and of the production base--as factually affect- 
ed by the existing methodology used in planning and in assessment of the per- 
formance of enterprises, VHJ's and sectors-<-is indispensable to the implement- 
ation of the newly proposed concept of the RaM program. This calls for 
analyzing the effectiveness of the measures adopted so far and for further 
promoting their effectiveness in the interest of: 


--promoting direct substantive involvement of enterprises and ViJ's in ac- 
celerated innovation of production, improving its technical level and quality, 
capacity for competition and effectiveness of exports; 


--exerting more effective economic pressure on the economic management of pro- 
duction technology by eliminating obsolete inefficient productions and by 
utilizing long-term production assets and capacities; 
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--more systematic respecting of the priority needs of viable RaM of the produc- 
tion base of general engineering, particularly with regard to advanced techno- 
logy and production techniques; 


--—more pronounced effects of the wage and tariff system on the greater use of 
shift work and utilization of modern, high-performance technology; 


--the indispensable modification of the system of management, methodology of 
planning, standards and regulations from the viewpoint of promoting factual 
interest of R&D, planning organizations, contractors of construction operations 
and technology in giving priority in dealing with production problems to RaM 

of existing capacities. 

The state goal-oriented program “Promoting Economy in the Consumption of Metals” 
views technological innovations in general engineering’s production process as 
an important factor. In its linkage to the program “Renovation and Modersiza- 
tion of the Production Base of General Engineering,” the FMVS envisions ci: 
increased employment of advanced methods of production in the course of the 
Seventh and Eighth 5-Year Plan, such as, particularly, increased production 

of parts made of metal powders (with production of these powders increased up 

to 12,000 tons in 1990), wider application of the method of multioperational 
cold forming, higher production of castings made of nodular cast iron from 

1.1 percent (in 1980) to 5 percent of total production of castings (in 1990), 
etc. It can be envisioned that the implementation of all these economy- and 
efficiency-promotion projects will lead to a minimal savings of metals of 50 
percent of the total quota of the FMVS sector, which intends to achieve for 

the period of the Seventh 5-Year Plan a minimal total savings of ferrous 

metals of 125,000 tons. 


Current practice confirms that the promotion of economy in the consumption of 
metals cannot be viewed in the future as merely an efficiency-promotion measure 
in the production process. This set of problems is of a much more complex 
nature and their resolution must be oriented toward all the phases of the 
research-development-production-utilization cycle. This involves mainly R&D 

of advanced structural materials, substitution of conventional by new materials 
wherever possible and serving a useful purpose, development and application of 
advanced technologies combined with effective concentration and specialization 
of production, etc. 


An indispensable prerequisite for dealing with the promotion of economy in the 
consumption of metals is also improvement in the quality of direct and indirect 
tools for management of the production process in general engineering. It must 
be realized that savings of metals and energy is today one of the most import- 
ant realistic ways out of a difficult situation. It is our key professional 
and social responsibility for the continued development of the national 
economy and providing a high standard of living for the working public. 





HUNGARY 


EXPORT ENTREPRENEURSHIP DISCUSSED 
Budapest FIGYELO in Hungarian No 40, 4 Oct 84 p 3 


[Article by Katalin T. Forgacs: "Export Contractors--End of the Learning 
Years?"] 


[Text] Looking back we can state that the contractors organized a very 
successful press campaign. It is true that ten years ago every economic 
periodical and column was filled with the problems and troubles of 
exporting contractors. Soon after, in the mid 70s regulations were 
created, designed to contribute to the development of exporting contractors. 


Milestone 


Doubtlessly the most important regulation was the joint order, number 
9/1975 KkM-PM-MNB, which, although refined in subsequent years by a few 
further regulations, basically remained a milestone in giving a boost to 
the activities of exporting contractors. 


The reason for granting financial relief was that the chief export 
contractors were more cognizant of the characteristics of exports, such 
as: long processing times, subcontractor shipments and possibilities 
for part performance accounting contracts with foreign partners, etc. 


The introduction by the Hungarian National Bank of a new type of credit 
called “export contractor special credits" was an important step forward. 
The Hungarian National Bank granted this credit to supervising organiza- 
tions performing export contracting activities to allow them to finance 
occasional capital commitments stemming from these activities. It is 
important to note that the bank's grant is not for continual activities, 
but only pertain to financing occasional commitments or contracts 
demanding unusually large resources (in accordance with specially 
published detailed regulations). Assets financed with this type of 
credit are not considered permanent when tied down permanent current 
assets are accounted, and it is not necessary to demand that the 
circulating fund be replenished. The credit is repaid from returns 

from sales, so the enterprise does not have to tie down its investment 
capital for this purpose. 
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Prime contractors have also complained for a long time that they cannot 
generate special risk capital on the basis of the universal conditions 
of the domestic regulatory system. Yet the shipment of complete 
investment projects includes many types of risks. Taking this into 
consideration prime contracting encerprises whose main product line is 
complete investment projects, like Gepexport, Emexport, Chemimas, could 
have generated risk capital at the expense of their reserve fund earlier. 
The new regulation made it possible even for exporting contractors for 
whom investment projects are not the main product line, to generate 

risk capital of up to 3 percent of the contract's value. The regulation 
defined in detail what risk the capital serves to cover; in other words, 
what can be considered accountable prime contracting supplementary 
guarantee costs. 


Permission for fractional profit accounting came to pass after weighing 
that the arrangement of foreign market ventures and as a consequence, 
their financial realization requires more time than the sale of 
individual machines or equipment. Because of the accounting regulations, 
the profit from the main venture could be counted only when the agreement 
was fully completed. In the case of shipments lasting several years, 
there was no way to generate incentive funds on the basis of the contract 
during the intervening years. Therefore, after closing, that is in 

the last year of shipments, the inclusion of the jump in profits in 
accounts distorted the enterprise indicators. Fractional profit 
accounting--with certain reserves--has basically solved this problem. 


This Does Not Depend on Regulations 


Basically the legal-financial maneuvering room was delineated by this 
regulation. But life soon proved that the attitude so frequent in the 
1970s, according to which the source of the problems was bad regulations, 
was false. Rclations between interests and the economic environment 
proved to be the crucial factors in the future fate of contractors, 

even when it became apparent later that some of the financial regulations 
were not perfect. For example, one subject of constant argument was the 
circle of contractors who were entitled to demand targeted credits for 
export contracts; furthermore, too many administrative lLimitations-- 
because of an often temporary, sudden growth in stocks--were judged to 

be permanent. 


Undoubtedly the crux should not be sought in the area of this type of 
financial fund, nor in the nature of legal, yet not properly regulated 
cooperation between enterprises. These are very important factors. 

But a contractor's advantage still often lies in his monopolistic 
position in a situation where convertible currency is scarce resulting 
in limitations on import competition. It seems that basically these 
factors have limited possibilities for export entrepreneurship. 
Hungarian contractors can choose among shippers only in very rare cases. 





However, the monopolistic positions of shippers cannot be mitigated 

with legal tools. Specifically, one can say that generally subcontractors 
try to absorb less risk than the contractor. Subcontractors try to have 
the main contractor cover their transport costs at the time of the 
completion of their part of the transaction, without regard to the main 
transaction. But at the same time they come up with demands on the 
contractor to share hard currency privileges for one-time services. The 
anomalies connected with this show well the extent to which this type of 
partial incentive is unable to mitigate the basic lack of interest. (One 
can only accept that from 1 January 1985 the export-wage preferentiation 
system which feeds demands connected with the allocation of hard currency 
pcivileges will be disbanded.) Under these circumstances it is common 
that the procurement of circulating capital at the appropriate time and in 
appropriate amounts causes problems. 


Finally, we can ask the old question--In whose interest is it? And the 
answer is not easy. The majority of subcontractors--taking into 
consideration their basic interests--do not count. It is seemingly easy 
to argue for the national economic interest if we follow our products to 
foreign markets, if we create our own sales and service networks, if we 
not only sell simple products, but along with them, considerable 
development, organizational, intellectual knowledge as well. Well, in 
theory all of this can doubtlessly be one of the powerful ways to enter 
a market. Coincident with these arguments is that tendencies are 
developing on international markets within the frame of which some 
groups of countries have inclined their demand toward complete projects. 
If the interests of Hungarian enterprises also coincide with this--then 
in theory, the entrepreneurial circle is available for which the 
development--let me add successful development--of export entrepreneurship 
is important. 


However, the numbers have not consistently fulfilled our hopes concerning 
the interest of the national economy and the interest of enterprises. 
Price setting for complete projects--see our "Tallozas" article--is not 
really encouraging and on most of our major markets it has not assured 
positive cashflows. (See FIGYELO, No 33, 1984.) 


In view of the environs and tendencies sketched above, it is not 
surprising that many people are willing to think that export contractors, 
and not economic interest or pressure, have played the main role in 
development to this point. Here the driving motivation has been the 
"prove it for the fun of it" attitude of some managers, and individual 
groups and interests have fed this type of business. 


The head of the Investigative Office of the Ministry of Finance stated 
in NEPSZABADSAG (No 9, September 1983): "...a paradoxical situation has 
appeared, that while the enterprise and the national economy lose 
significant amounts of money from export contracting, Hungarian citizens 
working abroad earn several times their salary at home. Thus, these 
employees exploit loss-making contracts for individual gain." 


53 








New Regulations 


Directly following such loss-making contracts in the recent past, new 
government initiatives have come to the fore. The most important is 

that an interdepartmental committee first judges and approves contracts 
larger than 10 million dollars. The grant of approval will be tied to 
the fulfillment of specific profit indicators and stipulations. At the 
same time they have drawn up the so-called prequalified contractor list-- 
which is to be constantly modified--in this circle where evidently 
successful contractors belong a more rapid process for granting permits 
has been introduced. 


In terms of financing the circulating capital of contractors, contract 
financing separate from business financing is an advantageous possibility; 
it ought to be assured greater publicity. Another new innovation is 

that discount credit insurance has been introduced. When roughly 
outlining new regulations we should also indicate that in the future the 
system of openly accounting for expenditures should be changed in order 
to make intraperiod control possible. For it would be expedient if 
accounting practices showed profitability during the period and not 
unpleasant surprises when the contract is completed. 


As in the past, life in the future will allocate the stamp of efficacy 
among these regulations. An effort can be seen: the degree of risk 
which is inevitable with export entrepreneurship has to be moderated 

in the future. It is questionable, however, whether this problem can 
be solved by official preverification of contract bids. Quite frankly 
the introduction of the permit system was a step in that direction. 
Before the permit is released the contractor has to sign a declaration 
in which he agrees to observe authorized norms (a minimum 6 percent 
return from sales, specified net hard currency revenues, a specified 
deposit concerning the characteristics of hard currency flows, etc). It 
appears that the enterprises have brought up the problem, with good 
reason, that the permit system can only analyze costs outside the 
execution of the base process, while most problems arise from technical 
matters, from subcontractor base prices and so on, and not from increasing 
expenses. 


Thus the key question is: Should only those entrepreneurs who are 
prepared and capable of taking suitable risks contract for exports of 
complicated turnkey projects? It is necessary to find an answer which 
would enable enterprises to at least choose among each other, not as it 
is at present, when in the final analysis administrative regulations and 
authorities try to choose the most suitable of the enterprises. 


In order to create a "self-propelled" mechanism, however, a fundamental 
change is necded in the enterprises’ risk taking. However, there is not 
much hope for this as long as--like Kornai and Matitis have shown in 
GAZDASAG (No 4, 1983)--in practice, a real fear of real bankruptcy is 
not warranted. 
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In any event it appears necessary--and the freshest government 
regulations make reference to this--that the interior organization of 
groups within contractors which conduct internal management should be 
better separated, so in a given case it will be possible to determine 
who is responsible. At the same time it is necessary to reward these 
domestic managing groups in accordance with the results of the contracts, 
not according to the l-year bonus system. The Economic Committee has 
authorized the responsible organizations to work out a model bonus 
System. And a study is being prepared by the National Technical 
Development Council on effective contracting organization. 


Considerations 


Statistics on this past year so far are thoughtprovoking. Compared 

to last year production has accelerated: the value of industrial 
production at about 3-percent rate, agricultural production--partially 
because of a relatively low base--by an even greater amount. In the 
past everyone would certainly have considered such a revival favorable, 
but on the basis of the experience of the last decade many question: 

Is this good for us? 


The answer of course is not straightforward. Industry has fortunately 
adjusted relatively smoothly to increased demand, but it is not 
advantageous that the increment in output, the increase, has not 

served primarily to improve the convertible currency balance of trade. 
In industry the reduction in the number of employees is much smaller 
than it was before, moreover, the activity of company economic collectives 
has expanded. Thus the role of extensive factors in development has 
been significant. The large animal herds and the good harvest are 
favorable for the national economy. However, because of extraordinarily 
low export prices and the deterioration in the terms of trade, the major 
agricultural products have not sold properly. 


Energy consumption is growing at a faster rate than planned, which is 
partially a “result" of the increase in production, but it also 
indicates that attempts directed toward moderating expenditures are 
not yet sufficient. Because of all this the balance in convertible 
currency foreign trade has not improved yet, although undoubtedly it 
is an achievement that in the first eight months of the year we have 
attained a surplus, we have produced more here at home than we have 
consumed. We have fulfilled our international financial duties, our 
credit affairs are improving and the size of our debt is diminishing. 
In order to realize planned goals it is necessary to accelerate this 
process during the remaining part of this year. 


Production is greater than planned, because domestic demand is also 
greater. However, total utilized national income has probably decreased, 
but individual consumption, instead of remaining at its former level, 
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has increased somewhat. This by itself could have spurred the upturn in 
production, but according to precise research concerning the first half 
of the year, incomes have remained only very loosely tied to developments 
in performance. 


One of the less advantageous experiences of this year is that there are a 
number of enterprises in which economic achievements are smaller than 
last year's, but (whether in the framework of traditional or experimental 
wage controls) wage increases have accelerated. Wage increases without 
(corresponding) performance also have had the effect that this year's 
rate of consumer price increase has surpassed the planned 7-8 percent. 

In the interest of preserving the balance between purchasing power and 
the stock of commodities the economic authorities have been forced to 
charge the whole society with the burden of a few enterprise's irrespon- 
sible management. 


The decrease in investment is quite large, close to the planned volume. 
However, state investments are also expected to exceed the plan, which 
is not favorable, because it makes it more difficult to solidify the 
external economic balance. But a great achievement is that--for the 
first time in several years--it was not necessary to introduce ex post 
resource-draining regulations in order to limit enterprise investment 
purchasing power. This fact has increased the stability of the balance 
of enterprise management. At the same time numerous enterprises have 
fallen into difficult financial situations and have asked to reschedule 
their debts. Delaying the burden of credit payments and state loan 
payments can of course happen only at the expense of diminishing future 
development possibilities for good enterprises. That is why the banks 
and the state budget should permit this type of postponement of payments 
only in the most justified cases, in the interest of effectively working 
enterprises. 


The picture, therefore, is mixed: the economic recovery has its 
advantageous and disadvantageous effects. Therefore, this recovery is 
not in all cases favorable! And it is worthwhile to observe it, because 
the 1985 plan is now being prepared, and it is useful to ply today's 
lessons. Truly, it is valuable to ponder on this. 
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HUNGARY 


NO SET PROCEDURES FOR HANDLING AILING ENTERPRISES FOUND 
Budapest FIGYELO in Hungarian 11 Oct 84 p 3 
[Article by Sandor Kopatsy: "Bankruptcy"] 


[Text] It is not easy to determine when an enterprise is in a bankruptcy 
situation. In the period before the enactment of the first state enterprise 
law, they regarded an enterprise as bankrupt if its debts exceeded its assets, 
or if it had permanently stopped its payment obligations. The fate of an 
ailing enterprise may be liquidation or revival following bankruptcy proce- 
dures--perhaps under another name or profile. The institution of bankruptcy 
procedure itself is a means of stimulating the enterprise to adjust to circum 
stances as quickly as possible. 


Society is less and less able to sustain the burden of keeping unviable enter- 
prises alive. But little is said about what can be done to prevent bankrupt- 
cies. The first task is the maintenance of a healthy life, an effective 
enterprise operation, the prevention of ailments, the development of critical 
situations, or the detection as early as possible of a dangerous situation, 
for every illness can be cured most easily in its early stage. Only in serious 
cases is their external intervention. The doctor must struggle until the last 
moment for the life of the patient and he must clearly establish the onset of 
death. It should be something like this also in the case of enterprises, a 
struggle to keep the business alive and clearly establish when it is no longer 
worthwhile continuing the struggle. 


Do enterprises live under healthy conditions? No, because they have to operate 
between the conditions of manpower and goods shortages. 


Can we detect the illnesses of enterprises? No, or only at a very late stage. 
The first and most important condition for detecting illness is the reliabil- 
ity of the balances. The results of enterprise balances do not include only 
orders of magnitude but often the distortions modifying the indications: 


--Among costs, forints of many different kinds of hardness play a role, and 
these are added up as though they were addable. The forints for material 
cost, wage cost and import and wage increase costs, etc. are of different 


hardness. 
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--The recorded value of used capital has little to do with realities. In 
general, we may say that production with new means is expensive, with old 
means inexpensive. Therefore, in this respect also everything is turned on 
its head. 


Professional “Referral” 


--The budgetary conditions which play an important role among costs are not 
normative. By itself, this factor also may modify enterprise results in order 
of magnitude. 


A reliable balance would be only one technical condition for detecting enter- 
prise illnesses. Much more important would be professional “referral.” De- 
velopments in the conditions of capitalist enterprises are most reliably 

shown by stock exchange prices. The stock exchange takes into account not 
only yearly results but also those expected in the coming year. If the share- 
holder who is using his own money or that of enterprises notices that the 
situation is deteriorating at one of the enterprises, he immediately takes 
steps to rid himself of the shares in his possession. On the other hand, if 
he sees that the situation is improving, he buys shares. 


Since many institutions that operate with an outstanding apparatus, banks 

and experienced individuals have a role to play on the stock exchange, some- 
one will always take note when an enterprise is having problems. They observe 
not only the enterprises but also one another. Hence it is the stock exchange 
that is most sensitive to the ailments of the enterprises, and in a much more 
complex way than the most reliable balance. 


If the prices for an enterprises's shares are falling, it must quickly take 
measures. To return to our previous example--they turn to the best doctors; 
they examine the costs and tighten their belt; they call on expert businesses 
and advisory firms to review enterprise activity. Credit banks also establish 
increasingly stricter conditions for enterprises judged to have an unfavorable 
future. If the measures promise to be successful, the stock exchange reacts 
immediately, for there is nothing better in the way of a business transaction 
than to purchase the shares of ailing enterprises with a poor reputation but 
where improvement is expected. It is characteristic that when the American 
Chrysler Corp was in trouble, the shareholders suffered great losses. But 
those who bought the shares at extremely tow prices multiplied the value of 
their investments when the corporation began to emerge from its troubles. 


Hungary does not have an institution similar to the stock exchange for express- 
ing efficiency (capital conversion) requirements, and therefore no possibility 
exists for the general professional observers to become aware of and indicate 
the soundness of an enterprise in ample time. Many of us still see the stock 
exchange as an institution that serves only the goals of capitalist specula- 
tion. This was true, of course, under classical capitalist conditions, but 
since then the capitalist countries also seek to assure with strict laws that 
the stock exchange will be able to fulfill its function of economic regula- 
tion. There is no capitalist authority more strict than the stock exchange 
inspectorate. 
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Warning Sign 


How are ailing economies handled in Hungary? There is in fact no planned 
method. Unless one regards subsidies and various exemptions as a way of 
handling. But supports are a kind of medicine which only prolong the illness 
and temporarily make it possible to postpone surgery; intervention may occur 
when it is already too late. 


One of the conditions for treating enterprise ailments is to have adaptable 
manpower. One of the sources of dynamism in the American economy is the fact 
that the mobility of manpower is several times as great as in Western Europe. 
We still honor membership in the senior cadre although in the modern fast- 
changing world the most valuable workers are those who can always be counted 
on where their work is the most useful. Perhaps today nothing is as great 

an obstacle to state perception of bankruptcy as the sensitivities of the 
workers who are affected, and consideration for short-term interests. This 
is one, perhaps the chief, reason considerable numbers of state enterprises 
in capitalist countries operate at a loss. 


Vegetation or Recovery? 


What should be done for the patient who is seriously ill? The risk of surgery 
must be taken. Under capitalist conditions this means that the responsible 
managers of an enterprise are fired and, for a great deal of money, the re- 
covery is entrusted to a very good manager, or the creditors force the enter- 
prise to sell some of its capital means, or both. If this is not probable, 
the final step before bankruptcy occurs when the liable creditors try to save 
what can be rescued, when they sit down together and agree to write off a cer- 
tain percentage of their losses. It is better to lose a part of the credit 
loans than to risk the whole or to increase the losses. 


If the above-listed interventions do not succeed, they declare the enter- 
prises to be “dead.” This is bankruptcy. The conditions for this, too, are 
strictly regulated. Since in practice bankruptcy proceedings are very costly 
and may take several years to carry ut, creditors and owners will do every- 
thing they can to avoid the process. This is the reason that bankruptcies 
are very rare among large enterprises. Bankruptcy proceedings are purposeful 
if they satisfy primarily the small and less maneuverable losers. The law 

in Hungary assures priority of satisfaction to the state, and then to the 
bank, that is, to those who were responsible in part and could have known 
well in advance of the enterprise's ailing situation and of the entire pro- 
ceeding process. The suppliers are last in line, although rightly speaking 
they should have priority, for they had no opportunity to look into the cards 
of the enterprise and the balance of the affected enterprise was not known to 
them. A proper priority list would be wage demands, followed by small and 
then large suppliers, then the banks, and finally the central authorities 
that extended the credits. Such a priority would also constrain the appro- 
priate financial organs to intervene in time. 


Finally, I must emphasize that in a soundly organized economy the bankruptcy 
of large enterprises is as rare as a white crow. The statistics which show 
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a large number of bankruptcies are exclusively of small enterprises, which 

in significant part, and frequently most part, are bankruptcies requested by 
an owner who wants in this way to withdraw his investment from the enterprise. 
It may rightly be assumed that with proper preparatory work it would not be 
necessary to reckon with bankruptcies of state and large enterprises. It is 
good if there are statutory provisions for conducting such procee®.°"s, but 
much more important--as in the case of poor health--are preventic . creatment 
and, when necessary, surgery. 
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HUNGARY 


RENEWAL OF MACHINE PARK FLAGGING 
Budapest FIGYELO in Hungarian 11 Oct 84 pp 5, 20 


[Article by Jozsef Nyers: "Development of the Machine Park, Renewal at Middle 
Level") 


[Text] In the producer subbranches of the economy the gross value of the 
machine park increased significantly between 1975 and 1982 at an average an- 
nual rate of 7.1 percent. In industry, where more than one-half of the 
machinery is operated, the development corresponded essentially to the aver- 
age, and there was a similar rate of increase in agriculture, forestry, trans- 
portation, postal service and telecommunications. The assembled machinery 
increased in commerce by 5 percent, the construction industry by almost 6 per- 
cent, and water management by more than 10 percent, substantially above the 
average. (But the importance of these latter subbranches within the producer 
subbranches is rather small, and their combined relations calculated on the 
basis of machine value do not come to 10 percent.) 


As a result of the declining volume of investments in recent years, the rate 
of expansion in producer fixed assets and modernization was moderated toward 
the end of the period. Because of the limited funds available for develop- 
ment, the ratio of purchased machines and equipment in a given year came to 
10 percent in 1982 within the machine park as compared to almost 16 percent 
4 years earlier. The decline has been particularly substantial in industry 
and the construction industry. 


According to unified procedural principles, the KSH [Central Statistical Of- 
fice] surveyed the technical level and age of the more important producer and 
auxiliary machinery and equipment in the producer subbranches for the symbolic 
date of 31 December. The machinery that was examined makes up more than 
three-fourths of the machine park in the economic subbranches. In harmony 
with earlier experiences in other areas, the survey shows that the machine 
park of the producer branches is rather heterogeneous from the viewpoint of 
age and modernity; modern lines of machinery are operating side by side with 
rather obsolete machines that have already been financially written off. 

From year to year there is an increase in the ratio of machines and equ’ pment 
that have been fully written off but are still being operated. The ratio of 
the net/gross value is particularly low in industry and domestic trade, and 
accordingly the ratio of machines that are fully written off is high. 
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The net/gross value ratio of the machine park, that is, the share of machines 
that have been fully written off, does not in itself clearly evaluate the 
technical level of the machine park or the extent of the physical and value 
obsolescence. it does indicate, however, that the economic organizations are 
not adequately interested in the efficient management of means, the discarding 
or sale of old, obsolete machinery. Incentive is given to the use of old 
machinery by the decline in development sources, and moreover by the fact that 
the combined effort at structural change, export incentive and import replace- 
ment stimulated realization of supply responsibilities and thus despite the 
declining investment possibilities there was a great deal of emphasis on 
expansion-type investments. 


On the basis of physical condition, age distribution and average age, the 
technical level of the machine park is not unfavorable despite the foregoing. 
The age composition of the machinery and equipment may be described as good 
when compared with international data. As a result of savings, including the 
permanently high rate of investments, the investments of the past 5 to 6 
years make up one-half of the value of the operating park! (The price level, 
and thus the installation value in the operating machine park is higher but-- 
at least in part--this is in harmony with the greater productivity of the 
modern producer means and with the superior quality characteristics.) As a 
result of the development policy in the previous plan period the average age 
of machinery in agriculture, forestry, domestic trade and water management 
comes to about 5 to 6 years as compared to the industrial average where it is 
almost 10 years. The higher than average age of the machine park in industry 
is largely a consequence of the fact that mechanization as a technological 
feature was also high before, whereas mechanization in other areas, for exam 
ple, domestic trade or the construction industry, climbed in the 1970's. 


Recently invested machines are, in general, more modern than the old, but 
according to our experience reach the most highly developed international 
level in only a few cases. In a significant share of the cases, the new in- 
vestments also adapt us to a medium-level technology. The relative differ- 
ences in the technical level of machine investments are also significant. 
The level of automation for machines purchased from the developed capitalist 
countries is uniformly high; machines acquired from socialist countries are 
more modern than average; while the technical parameters of domestically 
manufactured machines, which make up half of the investments, are substan- 
tially less favorable. 


According to the survey, 45 percent of the means in the producer subbranches 
of the economy were produced by mechanical operation, and 55 percent by the 

combined ratio of various kinds of automated machines. Among the automated 

machines, the ratio of the partially automated was around 75 percent. 


There were significant differences in the technical (automation) level of 
machine parks in the individual economic branches. This was related primarily 
to the technological characteristics of the subbranch. The ratio of automated 
machinery was generally high in subbranches with a continuous technology (the 
electric energy industry, chemical industry, paper industry, telecommunica- 
tions, and so forth). 





Ic is difficult to automate processes consisting of segmented elements, but 
with the advances made in the field of microprocessors and automatic devices, 
and in some cases with the establishing of the technology on new theoretical 
bases, the problems of automating more and more subbranches and manufacturing 
processes can be solved. Of course, the high-level mechanization of the 
latter areas is extremely costly. Introduction of new technologies is also 

a function, not least of all, of the cost ratio between the development 
sources and the individual production factors, and the extent of the manpower 
reserves. There are areas, in the construction industry, for example, where 
the presently known and employed technologies do not even make it possible 

to operate fully automated machines. Because of this, fully automated ma- 
chines were not even operated in the construction industry in 1982. The 
share of machines with the most developed technologies was also negligible 

(2 to 4 percent) in agriculture, forestry, and water management. 


The ratio of fully automated machinery is the highest in transportation, 
postal service and telecommunications. In domestic trade, the preponderant 
use of partially automated machinery is characteristic. There are no sub- 
branches where a high-technology level has been adapted; the technic. 1 level 
of production within subbranches, and in fact within enterprises, is rather 
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Graph 2. Machine Park in Several Economic Subbranches, 
Percentage Distribution According to Technical Level 
1982 
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Expansion Without Discarding 


The machine park of industry expanded in the period between 1978 to 1982 by 
almost ore-third, or a 7 percent annual increase. From the point of view of 
a rise in the technical lever: =f production the subbranch composition of the 
investments cannot be regarded as clearly favorable. Greater emphasis was 
placed on che development of the subbranches producing basic materials (chief- 
ly energetics) and fewer sources than necessary were available for the modern- 
ization and intensification si the competitiveness of the processing industry 
seo >racches. This limitec the very important subbranches in technical and 

‘2 le.\Leal development, primarily the possibilities for renewing and 
wade’ nts ung the machine industry. 


Oy. ‘ae basis of characteristics that are statistically measurable, the tech- 
nical level of the sechine park for industry is more favorable than average, 
but internationally of a medium level. With a machine park having a gross 
value of 363 billion forints in industry at the end of 1982, there was also 
machinery and equipment operating which originally had a value of 88 billion 
forints ut had been written off at zero in the meantime. 


Most technical conditions change by virtue of investments. Because of a de- 
cline in the funds available for development, however, the ratio of machinery 
put into operation during the year as compared to the operating machine park 
fell from 13 percent 4 years earlier to 8 percent in 1982. The decline in the 
ratio of renewal was the greatest in the machine, chemical, electric energy 
and light industries. 


As contrasted with practice in the developed industrial countries, the modern- 
ization of the existing machine park was of substantially smaller importance. 
According to experiences, however, the modernization effect of the investments 
was also unsatisfactory in the period under study. Investments hardly repre- 
sented more than simple replacement. The ratio of automation machinery hardly 
increased, and here, too the ratio of the partially automated means are pre- 
ponderant. Among the more important subbranches of industry, only in metal- 
lurgy and the food industry was there an effective increase in the share of 
automated means. 


Despite declared intentions, the complex outlook was not realized in recent 
years in investments and reconstruction works. The technical level of ma- 
chines rose in the basic and auxiliary operations, but the technical differ- 
ences between the two machine groups continues to be significant. Almost 
three-fourths of the basic factory operations are automated to some degree, 
but most of the producer means in the auxiliary operations are mechanical 

in operation. 


The average age of the machine park in the 4 years under study rose a bit in 
response to reduced discarding and a decline in the investment rate, but by 
international comparison the average age is still favorable. The age of the 
basic operational machines is somewhat higher than those for auxiliary opera- 
tions. The subbranch differences evident in the age of the machines is not 
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too significant. The ideas and guidelines regarding selective development 
are reflected only slightly in the age distribution of the machine park. 


Bottlenecks 


From 1978-1982, the resource stock of the machine industry increased by 8 per- 
cent per year. Through investments and, to a lesser degree, the moderniza- 
tion of existing resources the technical standard of the machine stock im 
proved somewhat. The average age of the machine park remained at 9 years. 


Lack of harmony between investments ideas and the financial possibilities 
available increased. Improvements made in the machinery of basic plants as 
well as technological reconstruction generally depleted the available sources; 
modernization of auxiliary equipment was omitted in many cases or was carried 
out only in part. 


Basically because of the broad production profile, the machinery of the ma- 
chine industry enterprises is mostly of a universal character. The moderniza- 
tion of the machine park, in harmony with the applied technology, is charac- 
terized by the fact that within 4 years the ratio of the metal-cutting tools 
declined by 2 percentage points, and the share of machines that use material- 
saving (shaving-free) technologies increased to a similar extent. 


The modernization of the traditional machine industry technologies--above all, 
turnery, drilling, milling, grinding--has been promoted by the increase in 

the ratio of digital guidance machinery. The gross value of these programmed 
machine-tools was 9 billion forints in 1982, while 4 years ago it was less 
than 4 billion forints. 


In general, Hungary's industry for the manufacture of finished products 
operate in a less advantageous technological and basic industry environment 
than its West European competitors. Prescribed size-tolerance and surface- 
quality characteristics can frequently be reached only with a significant 
amount of additicnal work and the use of accessory, outmoded technologies. 
Hungary has a low ratio in the use of material-saving casting and sheet tech- 
nology and fine-welding procedures, which are common in the West. The lag 

is greater than average in the field of galvanic finishing and painting tech- 
nology, and the ratio of manual operations is high. Most of the Hungarian 
assembly factories--largely for the above-listed reasons--have not gone beyond 
the procedures which competitors used 15 or 20 years ago. The single-purpose 
mechanization of operations that are performed on a mass basis is developing 
slowly, and industrial robots are used in the Hungarian machine industry es- 
sentially only for experimental purposes. 


Capital in the construction industry increased rather slowly in the previous 
4 years, an annual 3.6 percent. The obsolescence of the machine park--as a 
result of the lag in the investment rate--has increased. Almost two-thirds 
of the machine park was operated by superstructure building and one-third by 
the underground construction industry, the share of the specialized and 
fitting industry was less than 5 percent. 
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The average age of the machines in the subbranch was a low 5.1 years in 1982. 
In accordance with the technologies used and the composition of the building 
demand, most of the machinery used is mechanically operated. 


Agriculture: the Preponderance of Mechanical Machines 


The effect of the limited investment possibilities has been less felt in agri- 
culture, forestry and water management. The renewal rate of the machine park 
in 1982 exceeded 20 percent as compared to the approximately 10 percent value 
characteristic of the other producer subbranches. Mechanization in water 
management increased strongly, as well as in agriculture and forestry. 


Despite the significant expansion, the obsolescence of the machine park in- 
creased in this area, too. Within 4 years the ratio of machines that were 
still operating even though they had been completely written off rose 1.5 
times. 


About three-fourths of the machine park in the economic branch is less than 
6 years old. In the second half of the 1970's, auxiliary factory activity 
was developed more strongly than average, a fact which is reflected also in 
the age composition of the machine park. 


Four-fifths of the machine park in agriculture, forestry and water management 
is made up of mechanically operated machinery. The level of water management 
technology is higher chiefly because of subbranch characteristics. 


The automation of agricultural and forestry management machinery depends to 
an extent on whether the machinery is of stable or mobile operation. Ma- 
chinery for livestock breeding and for auxiliary activities, in part, are 
mostly stable, while machinery for crop production and forestry management 

is made up mostly of mobile power and work-duty machines. The technical level 
of the latter machine types was developed in the advanced agricultural coun- 
tries primarily by increasing performance and operational safety rather than 
by automation. 


Thirty-eight percent of the machinery for agriculture outside of the basic 
operations is represented by machinery that is automated to some extent; 
this ratio is substantially higher than the level of automated machinery for 
basic operations. 


Approximately a relatively low 14 percent of the fixed assets of transporta- 
tion, postal service and telecommunications is made up of machinery and equip- 
ment. The reduction of machine investments in the period under study was sub- 
stantially lower than in other areas of the economy, a significant role having 
been played by the building of the Orenburg pipeline and the Metro develop- 
ment. In the individual subbranches of transportation, that is, in urban, 
water and air transport, capital goods were renewed considerably faster than 
average, and the net/gross ratio of machine value improved. In the postal 
service and telecommunications, where the installation of new communications 
equipment is generally done by replacing old equipment, the ratio of machines 
that had been written off at zero declined. 
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The average age of the machine park ranges between broad extremes. In air 
transport, the average age of machines is 4.4 years, while in railroad trans- 
port it is 13.4 years and in water transport 11.8 years. The average age of 
the machine park in postal service and telecommunications is 7.3 years. 


The degree of automation in the subbranch is relatively high, and the value 
ratio in this machine group comes to 68 percent within the machine park. The 
technical level of the machine park in the postal service and telecommunica- 
tions significantly exceeds that of transportation, 94 percent of its equip- 
ment being automated and almost 60 percent fully automated. But the relative- 
ly high technical level does not mean that the infrastructural facilities are 
good or even satisfactory, for the level of telephone facilities is extremely 
low by any standard. 


New Hotels 


In domestic trade the most significant developments have occurred in the 
hotel business as a result of large-scale hotel developments. A large volume 
consists of purchases in chemical industry equipment and packaging machinery. 


In the wholesale business the mechanically operated machine area is prepon- 
derant, the ratio of partially automated machines is the most important in 
store and miscellaneous activity trade (a great share consists of refrigera- 
tion equipment). The ratio of fully automated machines--because of the large 
number of game automats--is the highest in the commercial service subbranch, 
where it comes to 40 percent. 
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HUNGARY 


OFFICIAL INTERVIEWED ON CHANGES IN MARKET SUPERVISION 
Budapest FIGYELO in Hungarian No 43, 25 Oct 84 p 3 


{Interview with State Secretary Dr Bela Szikszay, chairman of the National 
Material and Price Office, by Dr Gyorgy Varga: “State Market Supervision; 
Changing Tools and Methods"] 


[Text] The most passionate debates involve, in addition to the new enterprise 
leadership forms, the further development of state market supervision. The 
forme: are debated primarily in the enterprise sphere while the latter is 
debated more among the several institutions participating in economic guidance. 
We asked State Secretary Dr Bela Szikszay, chairman of the National Material 
and Price Office, for an explanation of this. 


[Answer] Before answering the question I would call attention to the fact that 
while the debates about state market supervision (APF) may be taking place, or 
rather did take place, in the institutions for economic guidance, this is far 
from being a matter for these institutions alone. This mechanism element will 
influence very sensitively the operation of the enterprises, especially their 
market behavior, the link with customers and users. 


The debate concerning the modernization of APF reflects first of all the fact 
that we are talking about a relatively new institution, a new mechanism, which 
we developed in 1980, in a period when, for reasons well known to readers of 
FIGYELO, operational, sometimes direct, guidance methods had to be used on a 
broad scale. Now, in connection with the 1985 changes, APF is seeking its 
place in the changing system of economic guidance. 


Beginning next year we will take determined measures in the direction of in- 
creasing enterprise independence, giving life to competition and strengthening 
market effects. Under these conditions the economic processes must be kept on 
the path designated by the national economic plan primarily with market tools 
and methods. This means a number of new elements and new tasks for APF even 
if not new in every respect. 


Under such circumstances the debate is understandable. It is primarily about 
the effective sphere or role of APF. Some overestimate the possibilities of 
APF and want to solve every guidance task with it, but market supervision is 
only an auxiliary mechanism... 
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[Question] But it can influence real processes sensitively... 


[Answer] This is true, for the tasks of APF are to help see that trade proces- 
ses are undisturbed, to take measures aiding the development of market or 
economic competition and to coordinate market development with economic policy 
goals. APF is an important tool for clearing away, indeed increasingly to 
prevent, unforeseen market disturbances or tension. To this extent APF is 
also a signal system which--in the event of market disturbances exceeding the 
tools for a lasting mastery of them--can serve as feedback for the regulator 
system and, if justified, for the national economic plan as well. But it would 
not be correct to conclude that APF can replace either economic regulation or 
planning. 


[Question] However we put it, the role of APF, the function it serves in the 
system of economic guidance, is changing qualitatively. Perhaps the recogni- 
tion of this plays a role in the fact that, in addition to theoretical questions, 
the exercise of the market supervision function has been the subject of a 
sphere-of-authority debate. Do you agree with this? 


[Answer] I agree. Look, exercising the APF function means the power to make 
decisions, it even means money, in the form of the market intervention fund. 
So it is no wonder if some institutions for economic guidance--primarily some 
branch ministries--are asking for a part in APF. 


[Question] But they are citing their supply responsibilities. 


[Answer] The government is responsible for supply. And the market must be 
supervised and influenced in a uniform way; the financial tools available for 
this purpose siould not be dispersed. If for no other reason because in 
general the market cannot be influenced within branch limits alone. And 
primarily not in the form of directives. And a branch distribution of the 
intervention funds is not possible because we are talking here about inter- 
vention in processes which cannot be planned, which cannot be foreseen. An 
exception is agriculture, where, in accordance with international practice, 
the branch ministry does exercise market supervision in the most market- 
sensitive areas--for example, on the market for vegetables and fruits. Since 
1980 the central organ for APF has been the National Material and Price 
Office [OAAH], but exercising the function requires collective work from every 
affected organ, if simply because averting market disturbances frequently re- 
quires very swift decisions and measures not permitting delay--primarily, and 
if possible, with market tools, that is, with prices, rates of interest, 
imports, etc. Beginning this year, but especially beginning in 1985 we will 
ever more vigorously supplant the solutions of an emergency type in the 
distribution. 


Building up an operative decisionmaking mechanism based on continual coopera- 
tion and reacting swiftly to market processes is certainly a new element in 
government work. This will require a "more marketlike”™ behavior from the 
state organs, in a certain sense it will require a change in the previous 
style of work. Just think, every day of delay could be the source of gigantic 
losses in agriculture or in trade. So continuous cooperation, and a flow of 
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information corresponding to this, really must replace the traditionally 
developed roundabout and excessively broad harmonizing process. 


[Question] But this presumes that APF will not function in the traditional 
hierarchic system. 


[Answer] We should not imagine that the OAAH is some sort of peak organ to 
which the other organs must be subordinate within the framework of APF. This 
is not it at all. We should regard APF as a cooperative institution, but the 
chairman of the OAAH is responsible for the decisions. The government will 
invest the OAAH with the remaining small number of directive-issuing rights. 
[Question] For long years we have been used to “solving™ operational matters 
with directives, so the concept of an operational decision is used, essential- 
ly as a synonym for directive. 


[Answer] That is so. We will change this radically in the future. But the 
exceptional directive, pertaining to the transitional period, remains a tool 
of APF, for cases may occur where, for example, there must be an immediate ex- 
port ban and stockpiling action. Let me repeat, we would like to use the 
directive increasingly as the exception. We are placing the emphasis primari- 
ly on preventing market disturbances. In the interest of this we analyze the 
several commodity markets, the price trends and the development of stockpiles 
and, on the basis of a short-term prediction of processes to be expected, we 
will take measures or initiate measures by the banks and ministries with 

which the market tension can be prevented or eased. Strengthening the compe- 
titive situation, preventing the winning of an unfair advantage in the 
economic competition or abuse of a power superiority--and this means a gradual 
dismantling of monopoly situations--will stand in the focus of our work, and 
we will increasingly do this with market methods. In the sphere of enterprises 
under state administrative guidance the OAAH can also propose initiatives for 
organizational changes. 


The functions and tasks just outlined will also require of the OAAH that it 
work in a more market-sensitive manner than heretofore, for it is here that 
one can find a very broad scale of economic activities, from business cycle 
research to the influencing of it. 


[Question] In your opinion, is the OAAH prepared to carry out these tasks? 
What plans are there so that the price office can perform the APF functions in 
an effective manner? 


[Answer] Do not forget that even previously the OAAH has been the central 
price authority, so the institution has been working relatively close to the 
market. Even so I do not say that we are prepared perfectly and in every 
respect for the tasks deriving from the market supervision function. Before 
all else we must review our information system, because the tasks outlined 
will require information which differs from what has been used. For this 
reason, in cooperation with the KSH [Central Statistics Office] and the most 
important enterprises, we have begun to develop the informational and 
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analytical base indispensable for APF work. We are somewhat better prepared 
in regard to market supervision inspection, because there are certain tradi- 
tions for this already. 


[Question] In the enterprises, and in some ministries, too, one can hear the 
opinion that in the 1950's and 1960's the branch ministries were the centers 
of economic guidance, but after 1968 and beginning in the second half of the 
1970's the Ministry of Finance became the center of economic guidance, and now 
the price office is getting some sort of “power” position. How do you feel 
about this “power” metamorphosis? 


[Answer] I believe there is some objective basis for this shift of emphasis. 
It is true that in a system viewing products in kind and with a detailed 
breakdown of the central plan, the chief actors in economic guidance, the its 
power centers if you like, are the branch ministries. When one is developing 
a market, monetarized system of planned management the role of the institutions 
guiding financial affairs and influencing market processes necessarily in- 
creases. So, now also, one can expect a certain shift of emphasis. And this 
is natural. But I do not agree that the OAAH is becoming some sort of super- 
ministry, for questions of a strategic nature do not belong in the sphere of 
APF. For example, we will not be defining development policy or foreign trade 
policy. Our “zone of influence” is limited to short-term market processes, so 
our “power" will be proportional with this too. 


There is a real danger that other organs will want to refer to the sphere of 
market supervision matters which do not belong here. But we have no intention 
of assuming such tasks which do not belong in our sphere of authority... 


[Question] But this has been the practice thus far and it has characterized 

the work of the government committees--the ATB [State Plan Committee] and the 
GB [Economic Committee]--and as a result they are overburdened and, of course, 
some of the decisions were not made at the level where they should have been. 


[Answer] There is much truth in this. In my opinion, the accomplishment of 
ATF will relieve the burden on the government committees--especially the GB-- 
to a significant degree. The GB has been forced to deal with a number of 
operational, essentially market-supervisory problems or has been forced to 
initiate measures of such a character. As I see it there will not be a real- 
istic possibility to restore a rational division of labor among the guiding 
organs. 


[Question] Do you see a possibility that the market-supervision function, or 
a part of this function, will be exercised by financial institutions which do 
not have a profit interest? For example, can it be imagined that a part will 
be played in the institutional system of market intervention by organizations 
which do not have the character of an authority, whose interest and proximity 
to the market might make more possible a market-conforming application of the 
intervention tools? 


[Answer] An interesting question. We are starting now from the idea that APF 
is a uniform, comprehensive governmental task, so the frameworks for it must 
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be developed at the governmental level. There is a self-development to this 
entire work which we cannot isolate from the market situation which has 
developed in the country. Obviously, with an improvement in the market 
balance and a strengthening of the market sphere, the tools and institutional 
system for APF will be refined and developed, and this includes state inter- 
vention or, beginning in 1985, market intervention. The state budget is the 
source of the market intervention fund, and its purpose is to influence 
domestic market processes. Even prior to this the state budget has provided 
money for such a purpose. The fund serving this is now transferred to the 
sphere of APF. 


I am convinced that in 1985 we cannot count on a market situation in which APF 
can concentrate its forces primarily on analyses and business cycle predictions. 
We certainly cannot give up the possibility of taking action in the interest 

of influencing market processes, and this will make necessary a central manage- 
ment of the intervention fund also. We have now decided what institutions to 
bring into decisionmaking pertaining to the use of the intervention tools. Of 
these I would like to mention especially the Hungarian Chamber of Commerce, as 
the interest-harmonizing forum for the enterprises. 


As you can see, we are thinking now in terms of the existing institutional 
system, but I would call attention to the fact that on the basis of the April 
position taken by the Central Committee it is possible to create nonprofit 
institutions--institutions without a profit interest--primarily in the sphere 
of credit which might participate actively in actions of the intervention type 
being discussed. The bank reform also will make possible activity of an 
intervention type, so in the near future there is a prospect that a part of 
the intervention actions or the regrouping of capital will gradually be 
relinquished by the authority-type institutions. So the authority monopoly 
will loosen. 


Now we are working on for what purposes and in what form the intervention fund 
can be used. We are studying whether the intervention fund might have its own 
source of income, outside the budget, for example, in the form of paying into 

the fund a part of the unfair profit taken from those who use dishonest prices. 


[Question] Some directives could influence disadvantageously the management 
of enterprises. Even the enterprise law of 1977 enunciated the obligation to 
compensate enterprises in this case, but this was not realized for well-known 
reasons. Can we expect a change in this area? 


[Answer] Yes. On the one hand, the state administrative dependence will end 
for the majority of the enterprises; on the other hand, in all probability, 
ad hoc directives will be issued only within the framework of APF and the 
organization for this--as we have seen--has funds, so the enterprise can 
realize claims for proven damages. Let me note, in order to avoid misunder- 
standing, that the organ issuing the directive does not pay for damages which 
arise on the basis of a directive figuring in the plan and based on 4 govern- 
ment decision. 
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{Question} What is your opinion, does the present sum of budgetary allocations 
and exemptions provide sufficient cover to finance market intervention? 


[Answer] This depends primarily on what the degree of centralization of enter- 
prise incomes will be. If we set this degree or ratio so that the additional 
burdens of the enterprises increase then probably there will be great enter- 
prise pressure on the intervention fund. Of course we should also reckon that 
the enterprise reflexes which have developed over many years will come into 

play and even without an increase in central withdrawals there will be attempts, 
especially at first, to get additional resources or preferences from this fund. 
So we must show sufficient resistance and select from among the goals of fund 
use in a market way and not in a paternalistic way. I feel that this 
“excessive pressure” condition will ease in the second half of 1986 or in 1987. 
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ROMANTA 


IMPORTANCE OF QUALITY CONTROL IN AIRCRAFT INDUSTRY 
Bucharest SCINTEIA in Romanian 14 Oct 44 p 3 


terview with Eng Nicolae Gugui, director of the Bucharest Airplane Enterprise, 
Florea Ceausescu and Viorel Salaeean; date and place not specified! 


[Text] DS ages Now that the Bucharest International Trade Fair is in full 
9 t ou ng products of Romania's new aircraft industry is it showing 
us in this confrontation with the foreign partners' demands? 


ry As director of the Bucharest Airplane Enterprise, allow me to mention 
irst t we are producing, namely the Islander BN-2 plane and the ROMRAC 1-1) 
medium-distance passenger plane, both made in collaboration with firms in England, 
The production programs for the two types of planes are in full course. We have 
already manufactured about 400 planes with 10 seats, of the Islander type, which 
are valued today in dozens of countries of the world and are being continually 
perfected and modernized. Yor exarple the series of ROMPAC planes we are manu- 
facturing on a continuing basis is relatively new, but there will be essential 
changes in the performances of the engines and on-board equipment. The new equip- 
ment has electronic display and projection on a screen of the various flight pa- 
rameters, which had to be calculated by the navigators before. ut note that the 
Bucharest Airplane Enterprise is only one link in a chain of about 10 prestigious 
units making up the National Center of the Romanian Aircraft Industry, so that 
the list of Romanian offerings in this field at the 198 TI8 /Pucharest ‘nterna- 
tional Trade Fair7 is mech more comprehensive. ‘while the ROMRAC was developed 

in the years since the 1?th RCP Congress thanks to successful corpletion of a 
program for cooperation with the English firm British Aerospace, other notable 
products of the Romanian aircraft industry, a prestigious industry revived, re- 
vitalized and started up arain at Nicolae Ceausescu's sugrestion, are now esteer- 
ed by many foreign partners, such as special-purpose turbojet planes, planes with 
high-power turboprop engines, medium ‘et and light helicopters, motor gliders and 
training planes, and so on to 17 types of flight equipment that we are now manu-e 
facturing, compared with only three types (relatively modest) that we were build- 
ing in 1965. But the ROMBAC lell is the "child prodigy" of the Romanian aircraft 
industry, of today and all times. Romania is one of only six countries in the 
world that are building planes of such complexity and capacity. 
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(anestiony A few moments before our conversation began we watched a group of 

O or 12 men pushing a new plane of the Islander type through a courtyard fron 
one section to another, and we were irpressed with the care, bordering on tender- 
ness, with which they were handling the unit's "newborn." ‘Wiat significance do 
you attach to such restures? 


[Answer] [t was a new plane, practically finished, which still had to be paint- 
ed in a paint shop. Our people part with the products of their labor like sore- 
thing very dear or a living being. Often, and especially in the final stares, 
you can discern the workers' most tender gestures toward the product of their 
labor. Some look at it for a long time with a wave of nostalgia, and others 
purely and simply caress it. You have to work in a plane enterprise to under- 
stand such impressive gestures. I said on another occasion that at the moment 
when the first ROMBAC plane took off I saw hundreds and hundreds of people among 
those gathered at the edge of the runway wiping the tears from their eyes. They 
were tears of joy born of a great emotion that only the truly creat moments can 
engender. I may be subjective, as a man who has worked in this trade for over 
30 years, but I can say with certainty that the real plane builders are not only 
people with an excellent professional training but also sensitive people with 
great emotional capacities. 


(encation/ Wat other renerally human and particular qualities do you consider 
ndispensable to a good worker in the enterprise you manage? 


r] You add strict discipline, meaning a state of perfect order in private 
ife and consequently at work, pleasure in doing everything very well, the desire 
to keep finding something new, that is, enthusiasm, and a higher moral attitude. 
That would be the prototype of the qualities of a good plane builder, a man with 
a higher education, in capital letters. 


[Questions why this erphasis? 


‘inswer] Secause a poor education renerates indiscipiine, and in a state of in- 
Jiscipline the keenest enthusiasm is seriously impaired. 


[Question] Are we to understand that you are often faced with breaches of disci- 
pline? 


swer? No, we have not been faced with any serious situations of that kind. I 
am 80 Insistent upon maintaining very strict discipline in all sections of the 
unit for the simple reason that the aircraft industry is one of very few indus- 
tries in the world where you are not allowed to make mistakes. Apparently com- 
monplace mistakes can prove fatal. Since that is 30, you more fully realize the 
quite overwhelming importance of conscience in our production system. If a work- 
er has made a mistake in making a part, however little and difficult to perceive 
and detect it is, it is absolutely necessary for hir to report it, at the behest 
of his conscience, so that it will be remedied without fail. You cannot put a 
quality controller in back of every worker, and even if we did so, in many Cases 
only the worker who rakes a part can te]l if something is wrong, however insigni- 
ficant it may be. Therefore with us any disciplinary confrontation, apy arently 
minor to some, is followed by the severest measures to the point of termination 
of the work contract. Unfortunately our severity, necessitated by the rigors of 





the work in this field, is not always well understood outside it. Sore time ago 
the workers council decided to terminate the work contracts of a craftsman and 
two workers who left their jobs early an! went out to drink. ‘Hat do you think 
the eullty parties did? They began to write and send in complaints, appealed 
to the organs of Sustice, anid haled the enterprise into court. “ltimately they 
were upheld and the enterprise had to rehire then. We had to appeal to the hizh- 
er court and explain the serious implications of such a tolerant spirit in a col- 
lective like ours, so that the situation would finally be understood. I think we 
have reached a stage of development where, if we wish to make more rapid progress, 
we must begin at the beginning and establish in every collective that state of 
freely accepted discipline that will curantee punctuality on the job, correctness 
and quality. But some, when they are at fsult, accept only what suits them in 
the democratic spirit that foverns the life of our enterprises. We mst all 
learn to use our democratic structure correctly, appealing not only to rights but 
also to obligations, and we must become accustomed sot only to its advantages but 
also to its rigors. 


[Ruestion7 tn view of those rigors, like it or not we get back to the question 
of people's education and their level of culture and professional training. 


age That is absolutely natural. I remember that a few years avo the direce 
r of an old firm making airplanes in Burope asked to hold a discussion with the 
workers in our enterprise. It was, we realized later, a matter of a real test 
that the businessman whic wanted to establish cooperation with us was giving the 
workers. Wat do you think he asked then? How long they had worked in the fac- 
\ory, what books they had read in the last 3} months, what films and plays or 
concerts they had attended, what household concerns they had, whether they helped 
their families with domestic problems, wiat sport they enpared in, etc. They 
were apparently trivial questions, but the answers, taken torether, characterized 
the personalities as accurately as possible, as well as the levels of pretentions, 
culture, and education. YT do not think we should regard the pretentions that so- 
clety actually surrests as a luxury, since everyone should be better trained and 
more cultivated. ‘Unfortunately some still consider all of these as marrinal as- 
pects of the professionalism of a worker or specialist. Are arruments still need- 
ed to demonstrate that a man constantly concerned with improving his knowledre, 
who knows how to ration his time accurately in orier to have some for work but 
also some for active leisure and recreation, and who respects his fanily wii! 
come to work rested every day and take real pleasure in doing his duty. And we 
can only be proud when we hear the praises our partners in cooperation in England 
destow upon the sincerity and level of culture and education of our workers. in 
the tests they made recently in the plant they were purely and simply amased to 
find that the great masority of our workers conversed directly in English with 
those who were making the tests. 


[Question/ It would be superfluous to ask you how important quality is in air- 
plane production. Yet we think it would be interesting to know how quality Cone 
trol is organized. 


(ioowesy what concerns us most is not quality control, but ensuring quality. 
Those are not mere nuances but fundamentally different things. All airplane pro- 
duction is designed so that it can be readily connected, according to the highest 
standards, to the international system of the aviation indus*ty. it is not dy 





chance that you will find in our enterprise the sare system of internal organi- 
tation of production (sections, shops, departments for securing quality, etc. 
as in the licensing firm. According to stringent international laws that any 
firm building planes must necessarily observe, every part and every subasserbly 
has its own authentic notice of identity as long as the airplane exists, speci- 
fying the mamber of the charre and the unit that processed the raw raterial, 

the certificates of quality of all the materials, and the name of the worker who 
processed the parts or installed then in subassemlies or larger assemblies down 
to the last retouch on the plane, And when you consider that the ROMBAC con- 
tains over 100,000 parts, you realize that this "quality book” is one of the most 
voluminous books written in the world, It murbers tens and tens of thousands of 
pages and bears the sizmatures of thousands and thousands of authors (workers 
and socialists). Moreover the various subassemblies as well as the plane as a 
whole are checked step by step by the Romanian state authorities (the Romanian 
Air Register) and by the Sritish ones (the CAA). Of course there is no lack of 
very tight control of the licensing firm, Sritish Aerospace. In case of viola- 
tion of any technological standard the most drastic measures are taken, to the 
point of closing down production. 


Now you will better understand wiy the firms producing airplanes are the only 
ones that can issue certifications of the capacities of other enterprises colla- 
borating in the manufacture of materials, parts or subassemblies. In testing 
the products we receive ‘rom collaborators we cannot accept the slightest devia- 
tion. It is only by fostering respect for high quality that we can fully conform 
to the high standards and demands of international competition, as the RCP secre- 
tary feneral requests. The attitude of "Let it slide” has nothing in common with 
our entirely ‘ustified desire to fo out in the world with our heads high whenever 
we put the label "Made in Rorania” on a product. 
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YUGOSLAVIA 


CROATIAN FOREIGN TRADE, JANUARY-AUGUST 1984 
Belgrade PRIVREDNI PRECLED in Serbo-Croation 5 Oct 84 p 2 
[Article by J. Grubic: "Croatian Foreign Trade Results; No Peal Stimuli”) 


[Text] Export levels attained by the Croatian economy for the first 8 
months of this year did not reach projected levels. After good results 
were attained at the beginning of the year, exports began to decline from 
one month to another by the second quarter, and by the middle of August 
were at about the same level as they were for the same period last year. 
At the end of August they were at the lowest po.in' for the year with an 
index of 102 (the index was 96 with exports to convertible currency markets). 


This has provoked all interested parties in the republic, especially the 
Economic Chamber of Croatia [ECC], to produce a basic analysis of the 
"(?ararmannih] statistical data," and to evaluate lagging export levels and 
forecast likely changes to the end of the year. However, the authorized 
ECC Coordinating Committee and the Chamber's Executive Committee think that 
all this research and forecasting will not provide sufficient explanation to 
be able to change the trends of exchange with the world for the better. 
Complex problems within the economy and in some of its groupings and sub- 
divisions have indeed remained unsolved, and even improved supplies of 
energy, raw materials, and semifinished materials during the first few 
months of the year--which caused an increase in production and in exports 
in a number of organizations of associated labor and which were accompanied 
by efforts to agree on new export business--were not enough to counteract 
them in the long run. Therefore, the prevailing opinion is that we cannot 
expect to achieve the increases in total exports planned for this year, nor 
the planned increases in exports to convertible markets, without 

necessary changes in the foreign exchange system, economic policy, and 
relationships within associated labor. 


Influence of Foreign Exchange System 


The influence of the present foreign exchange system is partly to blame for 
poor results and tendencies in goods transactions with foreign partners. 
Indeed, unfavorable systemic decisions are reflected in the economy of the 
whole country. However, specific areas in some republic economies have been 
upset in different ways by foreign exchange system regulations. 





Four amendments of the Law on Foreign Currency Operations and Credit 
Relationships with Foreign Countries have created uncertainty in economic 
functioning, and several changes and additions involving the Law on Turnover 
of Goods and Services With Foreign Countries, especially those which are 
now under way, have introduced an uncertainty the extent of which cannot be 
predicted. It is a similar case with the Law on Carrying Out Economic 
Activities Abroad. Its changes have provoked criticism, but the prevalent 
feeling here is that the changes are more superficial and hastily contrived 
than they are basic and radical changes in substance. One should add that 
many new legal acts have been passed involving this area, and that this 

has created different situations in the economies of individual provinces 
and republics. 


Among the controversial phenomena accompanying these changes are the famous 
"circles" of solidarity which caused commercial banks in Croatia to be 
blockaded for a total of 321 days, including 7 months of this year. This 
suspended bank payments in the country for 63 percent of the total number 

of days. Moreover, the impeded payment of advances also caused the utiliza- 
tion of foreign goods credits for the import of semifinished materials to 
decline further, and the extension of the "temporary" restriction on 
imported equipment--even in cases of eliminating bottlenecks in plants 
producing goods for export--has reduced the already relatively low utiliza- 
tion rate of industrial capital to an even greater extent, has caused a 
technical and technological lag and even the incapacitation of capacities of 
the export economy. 


Among other causes of problems from the same area and which are reflected 
less favorably in Croatia than elsewhere is the valorization of savings of 
citizens, which is still based in an unsatisfactory manner, and which has 
resulted in a real decline of savings and consequently a reduction in the 
foreign exchange potential of commercial banking and the economy. With 

the abolition of payments by dinars of foreign exchange origin, an instru- 
ment which had been used successfully to solve serious problems involved 

in the acquisition of imported semifinished materials in important economic 
groups until that time was left without a substitute. 


Economic Policy Weaknesses 


The Executive Committee of the Chamber has evaluated that the reasons for 
Croatia's economic lag are to be found in inadequate measures of economic 
policy. Thus, for example, established forms of association in so-called 
activities have incapacitated the exceptionally well-developed self- 
management agreement process with regard to the foreign exchange basis 
between complementary organizations of associated labor in different areas. 
Therefore, organizations and groupings which were not exporters by nature 
had to become exporters, even of those goods whose shortage on the domestic 
market had disturbed reciprc.cal deliveries between organizations of a 
associated labor which had existed prior to that time. Therefore, the 

"new forms of association" further aggravated the problem of joint export 
and foreign exchange distribution in accordance with article 65 of the ZDP, 
and this has become a maior unresolved problem in the foreign exchange 
System. 
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The fact that exports to clearing markets have increased recently (by 17 
percent during the first 8 months of the year) has also had an effect on 
exports to convertible markets. In addition, because sales in developing 
countries are often burdened with illiquidity problems in the national 
economies of these countries, it is not uncommon that business deals which 
have already been carried out become credit deals, or, that financial 
claims are even interrupted--and with long delays--and this disturbs 
overall results of exports to that part of the world. 


Considering that a significant part of Croatia's trade with the world is 
through so-called neutral dealings, these familiar administrative limitations 
on local border traffic, as well as unequal policy toward compensation 
business in general, have perceptibly reduced the possibilities for 
importing semifinished materials and have indirectly impoverished exports. 
One can add to this the problems of energy, which are not being solved by 
the energy balance and by more dependable exports of foreign exchange 
resources, although these problems are exceptionally difficult for some 
groupings and organizations of associated labor, as is the problem of the 
nonexistence of supplemental export incentives in Croatia. At the same 
time, these incentives are being used in other republics for some trade 
groups. 


Other problems should be added to these, such as those involving the ban on 
exporting livestock, the delay in the decision concerning the import of 
cotton from the Soviet Union or through foreign goods credits, the 
uncertainty regarding export policy of crude oil and derivatives, and the 
administrative problems with the operation of dinar checks of the National 
Bank of Yugoslavia in the touri: = economy... 


Area Limitations 


Many consultations involving organizations of associated labor, either 
carried out directly or through delegate chamber structures, have ascertained 
that the metallurgy and metalworking industries, which until recently made 
up almost 50 percent of total exports to the convertible area, have lowered 
this share to only 36.8 percent over the last 7 months. It has been 
stressed that this is most probably due to the fact that shipbuilding has 
not been cooperative. This area has poorly formed dynamics regarding the 
delivery of ships, but the value of contracted work on the convertible 
market is significantly less than it was last year (the value is consid- 
erably higher on the clearing market). lforeover, production plans have 
been threatened by production preparation running behind schedule. 


In this context, it should be emphasized that, along with the four ship- 
yards, Dzuro Dzakovic, Zeljezara-Sisak, RIZ, and Elka have also had 
considerably less convertible exports, and perhaps one should talk about the 
specific problems of some traditionally large exporters in an important 

area before talking about a trend of general decline in Croatian exports. 
However, declining shares in convertible exports have also been recorded 

in the leather, footwear, and rubber (Borovo) industries--along with the 
fact that the import of semifinished materials is considerably stronger--as 
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well as in the construction materials industry, while the share of the 
agricultural and food industry and the forest products industry has been 
more or less stable. The problem of the supply of raw materials and semi- 
finished materials is present in the wood industry, and businessmen insist 
that it is necessary to limit the export of primary products to those 
quantities which exceed domestic needs. The textile industry has not been 
strong in convertible exports, but at the same time a greater acceptance 
of finished work here has followed. Only the chemical industry has 
significantly increased its export share to the convertible market. 


It should be emphasized that before the end of the year shipbuilding will 
make up for the lag which has existed up to now with the export of ships 
valuec at $146 million, and INA will earn an additional $180 million with 
the sale of its products abroad. It is also expected that organizations 

of associated labor which have reduced exports significantly during recent 
months and which have a large export share, will attain at least $50 
million more in sales before the end of the year than the average up to now, 
and organizations of associated labor which have attained or bettered 
projected results on the foreign market (Koncar, 8B. Kidric, Dalmacija, 
Jugoturbina, TEZ, N. Tesla, Torpedo, etc.) will continue to progress at the 
same rates. Therefore, those who are optimistic assume that the Croatian 
economy will increase convertible exports by 12 to 13 percent in 1984. 

And this means that the economy of the republic, excluding shipbuilding, 
should have 24 percent more convertible exports. This will demand that 
measures to be undertaken be both selective and specific, directed at 
stimulating production of export activites directly with exporters, who 
have had the greatest disappointments in sales in the convertible market 

up to now. 


Being Specific 


Because of the fact that capacities for processing imported raw materials 
and semifinished materials are located in Croatia which insure a supply 

of goods for the domestic market provided for by special social agreement, 
an increase in the production of drugs, detergents, oil, sugar, crude oil 
and derivatives, herbicides, fertilizers, and automotive tires have 
followed, but businessmen warn that this increase has not had any effect on 
exports. 
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YUGOSLAVIA 


COUNTRY 'S ECONOMIC CRISIS SEEN AS SYSTEMIC 
Zagreb VJESNIK in Serbo-Croatian SEDAM DANA supplement 12 Oct 84 pp 7, 8 
[Article by Ivo Jakovljevic: "Who Is Bothered by the Stabilization Program"] 


[Text] In the past year Yugoslavia has begun to emerge 
gradually from the profound crisis, some claim. Others, 
using the same indicators, say the opposite: today we 
are in an even more difficult economic and social 
situation. Is the data (alone) ambiguous? 


When the Kraigher Commission was established almost 3 years ago as the main 
coordinating body for the preparation of the Long-Term Fconomic Stabiliza- 
tion Program, views could be heard about how this should have been done 

a year or so before, and about how it would be hard to make up for those 
lost months. When this program, as a comprehensive scenario of changes in 
the economic system and economic policy, was completed and adopted in the 
SFRY Assembly, people spoke about how "time is no longer working in our 
favor,” almost as if every minute were precious if we did not want to 
become a "technological colony" in 10 years or if we wanted to avoid a 
"technological catastrophe." Today, after 15 months, it is obvious, 

judging from actual events, expressed interests, and the results in carrying 
out this program, that all of this work was done too early (!7?) or, if that 
is not quite accurate, that it is unrealistic as a program, or if it is 
realistic, that there is no one to carry it out, etc. Thus for the time 
beiu.g all sorts of interpretations are possible, but there is little benefit 
or comfort from all of this. The unresolved question, however is still: 
What was shown by the economic trends in Yugoslavia for the past year, or 

at least in the first 8-10 months of this vear? Is Yugoslavia emerging 

from the economic crisis that has lasted for several years, or is it sinking 
in that crisis more and more deeply and irrecoverahbly, in spite of the 
general appearance of the figures? 


Ouestions Without Answers 


Let us start off in an orderly manner, but in doing so let us recall that 

in economics naked interests are often more important then any jofnt truth, 
and so therefore the different interpretations of the facts usually dominate 
the facts, and their mosaic in fact replaces the real picture of economic 
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activity. Possibly something like that has been happening with us 
recently in Yugoslavia. Are we emerging or are we sinking even deeper? 


The revival of production, judging at least by the data for the first 8 
months of this year, is quite obvious; it is a quantitative growth of 5.2 
percent, the first jump after 3 years of stagnation. But one ~"«. no longer 
overlook the other side of the coin in this case. Where did this increased 
production go? The turnover in retail trade is declining this year, and 
quantitatively exports are a couple of percentage points lower than last 
year. Does this mean that production revived in an "“art-for-art's-sake" 
manner and then went--to the warehouse? Why there precisely? What is its 
quality like? For which market was it produced? A series of questions 
without real answers. But one can mention without any doubt that production 
increased the most in shipbuilding (38 percent), followed by nonmetal 
manufacturing, (18), and base chemistry (13), and also in the leather and 
shoemaking industry (ll percent). A fall in production characterizes 
trends in the oil industry, the construction industry, and the production 
of construction materials, as well as in the production of beverages and 
tobacco. 


Export earnings, at the same time, grew a total of 5 percent, and the value 
of imports, one percent. Meanwhile, this is also a result of the growth 
in the prices of exported and imported goods, since quantitatively exports 
this year also are 1 percent less, and imports even 3 percent. Because of 
all this our exports are quantitatively even smaller than in 1983, 1982, 
and 1981 and are somewhere around the level of exports in 1980. At the 
same time, we have quantitatively reduced imports from year to year, and 
today they are equal to those in 1978! And we could also look into the 
structure of our exports. The facts show that our exports are very 
scattered. It seems as if we don't know what we want to sell and what we 
can sell best in the world market. Thousands upon thousands of different 
products go to those markets, and the preater part is sold for fairly 
reduced prices. There are more and more raw materials and semifinished 
products in those columns, ar.j there is less and less equipment and high- 
value products. Can it be better? Probably there could be something better, 
if a unified foreign exchange market were estbblished. At least we would 
save something by reducing inefficient import-export transactions, but 
nevertheless for the time being we would not be able to achieve much more. 
The Yugoslav economy has simply lived for many years outside of the world 
market's measures for business activities, and today in Yugoslavia it is 

a rare producer who can calculate an answer to the prosaic question: With 
what costs would he be competitive on the world market? 


What Concerns Us? 


Whom do we export to, and whom do we import from? In the last 2 1/2 years 
there has been an obvious tendency to move some export products from the 
clearing area to the convertible area, from the market of Fast Furopean 


and developing countries to the market of the developed Western countries. 
We still, however, do not sell enough to the West, and we do not sell the 
best and we do not produce the best in Yugoslavia, if we are not to disappear 
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in such markets as losers. Also disturbing is the tendency to reduce 
exports to the developing countries, although we are the least responsible 
for something like that. But the worst strategy in what we offer for export 
consists precisely of the fact that 55 percent of these sales is already 

raw materials and semi~manufactures, only a sixth is equipment, and a third 
is consumer goods. 


At one time our builders tasted the first bitter fruits of the crisis. 
Demand for their services fell in Yugoslavia, and competition elsewhere 

in the world became sharper. How did these first swallows of the crisis 
and the eventual recovery adjust? It could be concluded that in general 
they did so poorly. Let us look at just a few facts. Their production and 
employment in Yugoslavia are still declining; onlv their work elsewhere 

in the world is growing, very slowly. Specifically, there are about 30,000 
builders from Yugoslavia working abroad, who currently have contracted for 
about 300 billion dinars’ worth of work; half of this is already done, in 
which they have installed barely 5 billion dinars in domestic equipment, 
and somewhat less than that of domestic materials. It is difficult to get 
out of the crisis this way. 


Inflation is usually considered the most general indicator of instabllity 

in any economy. When the stabilization program was being prepared, inflation 
had then already reached a record 32 percent annually. Today, more than a 
year after the stabilization program was completed, although it has been 
implemented slowly and partially, inflation has already doubled, with a ne 
record of 60 percent. Does this mean that today the crisis is even deever 
and more serious than at the end of 1981? 


It is difficult to give an unambiquous answer to this question, and every 
simplification of economic trends has always been a shot in the dark. Let 
us mention, however, sc .e other consequences of the economic trends in the 
past 2 years, for example, personal incomes, employment, and the standard 
of living. In all of these vears Yugoslavia increased the number of those 
employed, but obviously not on the basis of economic vardsticks, since there 
were none. "mplovment has become one of the main forms of social policy, 
and has been conducted in a fairly unplanned and group-property manner, 

in spite of social agreements and regulations. Fven so, however, it calms 
down social tensions. In terms of real purchasing power, personal incomes 
have been tumbling downhill for 5 years now, although economic policy has 
already been making different estimates for 2 years. Isn't thie decline in 
earnings directly linked to the growth of employment at a time when produc- 
tion is stagnating, and exports are being quantitatively reduced, while 

the number of unutilized capacities is constartly “ept at a high level? 


There are estimates that currently about 1.5 million people in Yueoslavia 
are actually technologically surplus. The lareest jump in production in 
Yugoslavia this year was achieved at the height of the annual vacations. 
But where is this surplus of employees? Perhaps it could be easily dis- 
covered. Let us include in the estimate only possible simplifications o! 
the economic system, a liberalization of prices, the introduction of a 


unified foreien exchange market, etc. What would be done in that case 
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the numerous communities for prices, the numerous services in interest 
communities for foreign countries, and the numerous administrations in 
economic organizations that do not deal with production but rather with 
“systemic changes, and monitoring them"? With further increases in 
efficiency and better organization for social activities, what would remain 
for the numerous services of various SIZs? But there are naturally surpluses 
in industry itself, and they are always phenomena accompanying chanees in 

the economic structure, and as such they are a problem of secondary 
significance. This kind of technological surplus can be an integral part 

of a program for new investments. But where is our standard of living 

today? According to the latest analysis by the Tederal Institute for 
Statistics, we are where we were at the beginning of the 1965 economic 
reform! 


Quotations From Pr Vladimir Stipetic 


But what is to be done? To a well-known extent, all of our balances start 
with the foreign debts that are comine due for payment, in this case 

during the coming year. This about a $6.1 billion questic The planners 
have already calculated that if we were to repay this, ex,.rt earnines would 
have to jump $20.4 billion next year, provided that by agreement with our 
Western creditors we reschedule the principal, totalling $2.7 billion, and 
assume another $600 million in new financial and commodity loans. It is in 
Yugoslavia's interest for us to achieve a 3-year or 4-year agreerent wit! 
the Western banks. But how are we to achieve exports worth $20 billion and 
even a little more? The answer is: by increasing the social product by 

3 percent, industrial production by 4, and agricultural production by 3; 
increasing investments by 2.5 percent’ halting the decline in real personal 
incomes; increasing employment by 2 percent and productivity by 1.1, etc. 
Rosy optimism? 


That is how the first projections of economic policy for nest vear were 
assessed in the discussions in the federal and republic-provincial 
assemblies and social councils. On this occasion we would like to single 
out some quotetions from the statement by .\. ademician Dr Vladimir Stipetic 
at the last meeting of the Republic Counci’. for Economic Development and 
Fconomic Policy of Croatia: “It has never been more difficult to adopt a 
S-year plan in the Yugoslav economy than it is today (because of the high 
inflation, but also the uncertain business conditions), and our economy 
has never needed a realistic plana as much as it does todav. The fact is, 
however, that for 3 years now our exports have been quantitatively 
decreasing, and we have been achieving almost none of the plan parameter: 


conceived in the annual resolutions. Then how can we plan realistically for 
a longer period? Only our production in the private sector is growing. 

Our crisis is a crisis of the socialized sector of the economy, ind it 

a systemic one, as relates to the solutions in the economic syster. These 
domestic causes of the crie‘ts are in addition influenced by the consequence: 
of the world economic crisis, bet also of the increasingly more profound 
integration processes in the EC anu CP'A, not to mention the U.S. and Japan 


,. 
this time. We find ourselves between these twa Furopean interration 
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millstones, but for now we are in a bad position. We have said that the 
cause of our crisis is excessively large investments. We have reduced 
tiem, but we are not emerging from the crisis. Then the same thing happened 
with personal incomes, and with joint and general consumption. Then 
foreign debts were felt to be the main cause. Now we are repaying them in 
an orderly manner, and we have rescheduled part of them, but we are not 
emergine from the crisis. Have we looked at all at the real causes of our 
economic crisis? We have to carry out the stabilization program, but for 
something like that on that basis it is precisely a national Yugoslav 
development plan that we are lacking. One cannot go without the other; 
otherwise we end with administrative balances that are not implemented. 
And why is our crisis a systemic one? 


"Because we have production operations that for years now have not yielded 
the expected or desired results. What is preventing them from doing so? 
Most likely the solutions in the economic system. It is only under changed 
conditions that it will be possible to revive the integration processes 

in the Yugoslav economy, without which we do not have anythine with which 

to participate in the new division of labor {n the world. It is para- 
doxical that while powerful integration processes are under way in the world 
around us, we are shutting ourselves off into republics, provinces, and 
opstinas; we are preparing balances, but at the same time we are talking 


on 


about an alleged export orientation?! 


Perhaps the above sentences iiold at least part of the answer to the question: 
Who among us is bothered by the stabilization program, and why is it being 
implemented so slowly or not at all? 
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